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The trend BIG 


It is widely recognized that in recent years there has been a very definite 
trend to “BIG” units. In the early ’fifties, a number of orders were placed 
for units in the 200 mw range, and, by 1952, the maximum size had 
reached 250 mw. Since then, a substantial number of units for capacities 
from 250 mw up have been ordered. 


The following paragraphs reveal the extent to which C-E Boilers have 
been chosen for this “250 mw and up” category and give some interesting 
highlights of these large units: 


e Nineteen C-E Boilers have been ordered thus far to serve 
turbine-generators with capacities from 250 mw up. The 
largest—rated at 500 mw-—is the biggest unit ordered to date. 
The aggregate capacity of these units is well over 5 1-million 
kilowatts. 


e All but two of the C-E Boilers in this size range are of the 
controlled circulation design, and these two are C-E Sulzer 
Monotube Boilers for supercritical pressures. 


e All but one of the boilers incorporate the C-E Twin-Furnace 
design .. . service-proved as the “Best for Big Boilers.” 


e All the boilers are designed to supply steam at throttle 
pressures from 2,000 psig up. The two C-E Sulzer units are 
to operate at supercritical pressure ... one at 5,000 psi. 


e The size pattern of these boilers may have some significance. 
There are 6 of 325 mw capacity, 5 of 275 mw, 4 of 250 mw 
and one each of 260, 300, 340 and 500 mw. The average is 
over 300 mw. 





The extent to which C-E Boilers have been selected in this important size 
area evidences the widespread recognition of such design advantages as 
Controlled Circulation, Twin-Furnace arrangement and Tangential Firing. 
These features of C-E “Big” Boilers offer greater design flexibility, faster 
load response, steadier water level, shorter outages for maintenance and 
quicker start-ups, as well as tight control over superheat and reheat tem- 
peratures and minimum use of spray water for desuperheating. They add 
up to important plus values in today’s “Big” Boiler field. 


COMBUSTIO§N 


Combustion Engineering 5 


ALL TYPES OF STEAM GENERATING, FUEL BURNING AND RELATED EQUIPMENT; NUCLEAR 2EACHPER 
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WwW" would happen if by some sud- 
den and magical process state com- 
mission regulation of railroad and transit 
companies were to disappear overnight ? 
What would happen if this drastic sug- 
gestion could be carried a step further 
and the federal regulation of railroads 
under the Interstate Commerce Commis- 
sion were to evaporate? 


Wou_p the public notice much differ- 
ence or would there be chaos as the result 
of a long-regulated group of transporta- 
tion companies being suddenly set free to 
experiment as they chose, in grappling 
with their competitive problems, including 
the private automobile as well as irregular 
and regular carriers? As far as the service 
aspects of regulation are concerned there 
seems little doubt that a continuation of 
regulatory authority is necessary to main- 
tain orderly and standardized operations. 
And railroad and transit people would 
probably be the first to admit it. 


But from an economic point of view 
there might be a fair question as to 
whether these carriers would be any better 
able to operate profitably or any less able 
to operate profitably if the rate-fixing 
authority of the state and federal com- 
missions were eliminated. In this issue 
we have two thoughtful articles dealing 
with both of these aspects, respectively, 


CHARLES K. ROBINSON 


A. J. G. PRIEST 


as well as comparing the regulatory func- 
tion of the commissions with respect to 
other utility companies. 


In the opening article, for example, 
entitled “Does Our Rate-making Process 
Need Overhauling?” a veteran specialist 
in regulatory law has raised an interesting 
question as to whether regulation should 
be classified in two groups and treated 
accordingly. He points out that there are 
today those public utility companies which 
cannot earn a fair return, even if there 
were no regulation, primarily because of 
competition. They no longer have a 
monopoly or any semblance of a monop- 
oly. Such is the state of many railroad and 
transit companies. 


b Benned there are those public utility 
companies which can earn a fair re- 
turn if they are permitted to do so. Such 
is the situation of many gas, electric, and 
telephone companies in the United States 
today. But conditions are changing con- 
stantly and there is no time guaranty that 
utility companies in one group may nct 
eventually find themselves in the other, 
and vice versa. As to both groups, this 
thoughtful writer has some ideas of moc- 
ernizing regulatory procedures. One i 
this author’s conclusions favors a spe- 
cialized appellate tribunal for handling 
rate case appeals. 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value .. . 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 





Robertson 


Q-Panels 


a 
H. H. Robertson Company 
2424 FARMERS BANK BLDG. * PITTSBURGH 22, PA. 
Offices in Principal Cities 





a. 

Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 




















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 


Please send a free copy of your Q-Panel Catalog. 
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PAGES WITH THE EDITORS (Continued) 


THE author of this leading article in 
this issue is CHARLES K. Ropinson of the 
Pittsburgh bar. He is a graduate of Har- 
vard Law School, who has had experi- 
ence on both sides of the regulatory fence, 
so to speak. Following some early private 
practice, Mr. Ropinson became special 
counsel for the city of Pittsburgh in 1907 
and handled utility valuation and condem- 
nation matters. In 1917 he was again 
special counsel for the city of Pittsburgh 
in utility matters. On the other hand, he 
has handled utility valuations and rate 
cases for the Philadelphia Company and 
its affiliates, the Duquesne Light Com- 
pany, the Equitable Gas Company, and 
Pittsburgh Railways Company. In other 
words, he has had many years of experi- 
ence on both the so-called “public side” 
and the utility company side of regulatory 
practice. 


Pema now to the service problem of 
carriers, we also present in this issue 
(beginning on page 656) another article 
by a veteran legal practitioner who is now 
devoted to the teaching of public utility 
law. He is A. J. G. Priest, now professor 
of law at the University of Virginia, but 
for many years the senior partner of the 
well-known legal firm of Reid & Priest of 
New York city. He received his AB and 
LLB degrees from the University of 
Idaho in 1918 and 1921, respectively. He 
was chairman of the Section of Public 
Utility Law of the American Bar Asso- 
ciation in 1951-52 and is a Fellow of the 
American Bar Foundation. 


Mr. Priest’s article in this issue deals 
with the problem which railroad com- 
panies face in seeking to curtail losses 
from unprofitable operations from discon- 
tinuance of service. It is an analysis which 
will probably make a number of our read- 
ers engaged in other forms of utility enter> 
prise consider this difficulty in terms of 
potential events in the future of their own 
operations. This article by Mr. Priest is 
substantially similar to a chapter on this 
subject soon to be published in a forth- 
coming volume on the general subject of 
public utility regulation. 


In addition to teaching at the Univer- 


ay 4 


JAMES H. COLLINS 


sity of Virginia, Mr. Priest will also be 
teaching independent telephone manage- 
ment people at the University of Kansas 
next August. We noted this with intere 
in a brochure recently circulated by thie 
personnel committee of the United States 
Independent Telephone Association in 
connection with their first management 
development program. This four-week 
training course is to be held from July 14 
to August 9, 1958, at the University of 
Kansas in Lawrence, Kansas. 


* * *K * 


b iewng who have to hunt a new job 
after forty are up against a wide- 
spread hiring superstition. On age alone, 
they are supposed to be all washed-up, a 
danger and a liability to the work force. 
Uncle Sam has put yardsticks on_ this 
notion, and reports that many oldsters 
are good producers—and for utility or- 
ganizations have special experience and 
abilities. In his article beginning on page 
666, James H. Co .tins, professional 
author of business articles, has done some 
checking on the problems of job hunting 
and job holding by middle-aged would-be 
workers. The signs point to a very definite 
conclusion that oldsters have some of the 
ability and experience needed in new jobs. 
In such jobs they can produce and be se'i- 
respecting and contribute mightily to a 
better-balanced economy, lifting some of 
the burdens from vounger shoulders. 


THE next number of this magazine will 
be out May 22nd. 


Av Clin 
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New Dodge Tradesman—a pick-up with side lockers. 


Here’s what a leading automotive magazine 
reports about fuel economy— 
in the 3 low-priced trucks 


best 
ough! 
ive n 


ige V 
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bazine 


Stin « 
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red to 


a leaders of the low-priced 3 


way to compare products is to test them 
v. That’s exactly what a leading auto- 
1agazine’s test drivers did with all three 
pricec! 
recen! 


pick-up trucks. The results are revealed 

issue. One important result was that the 
3, even with its extra power, gave better 
e than the other two V-8’s tested. 


-ome of the statements reported in this 
ibout the Dodge Power Giant pick-up: 


‘conomy! The magazine reports on over- 


leage, “‘In spite of the lowest gear, 4.11, 


largest displacement engine, the Dodge 


ve the most miserly, averaging 13.5 mpg.” 


First in payload! The article says, “All test 
drivers agreed that the Dodge was the best equipped 
of the three when it came to carrying a good load.” 


First in power! The magazine states, “. . . the 
Dodge had quite a hill climbing advantage over the 
other trucks.” 


First in styling! No mention of styling was made 
in the magazine’s report, since it was a performance 
test. We’ll leave that comparison to you—confident 
that you’ll rate Dodge number one. 


Make your own test of the four-way leader of the 
low-priced three, at your Dodge dealer’s. Do it soon, 
and get his special 40th-Anniversary deal! 
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Coming IN THE NEXT ISSUE 


(May 22, 1958, issue) 
* 
DEVELOPING STATESMEN FOR FREE ENTERPRISE 


The present economic recession has brought out of hiding a fresh outburst of the die- 
hard Keynesian ideas about mass saving, mass spending, public debt, and so forth. 
The ‘'trickle upward'' theory of promoting mass prosperity has lost a good deal of its 
academic following since the days of the New Deal. But there are still those who like 
to appeal for popular support with pious slogans in favor of the poor and against the 
rich, couched in fuzzy doctrinaire emotional terms which defy common sense analysis. 
How does the businessman cope with this sort of thing? How does he test his own 
thinking? Dr. Austin S. Murphy, director of the division of business administration of 
Canisius College, has given much careful thought to this problem and he feels that it 
must be met in a positive way by an aggressive program for developing free enter- 
prise statesmanship. His hardheaded analysis of what is wrong with much of our teach- 
ing and thinking and talking about economic subjects has attracted the attention of 
business leaders. In this article the author gives us some down-to-earth examples of 
socialistic nonsense disguised as profound economic analysis. 


NEW YORK UNDERGROUND 


New York city has been compared to an iceberg, of which by far the greater propor- 
tion lies beneath the surface. This analogy may be difficult to accept when one con- 
siders the skyscraping sky line of Manhattan. Yet it is a fact that the essential utility 
services, including transportation of all kinds, have progressively gone underground 
in New York city for more than half a century. Had they not done so, the streets and 
sidewalks of New York would be so cluttered up with surface structures, to take care 
of the millions of services required, that normal life in our largest city would be un 
bearable. Ernest R. Abrams, author of business articles, has given some attention to 
this phenomenon of ‘buried service’ in New York city and elsewhere. This article give 
an entertaining account of the steady trend of underground utility construction a 


our cities expand. 


REORGANIZATION OF THE FEDERAL POWER COMMISSION 


The House Subcommittee on Legislative Oversight has done more than uncover some 
irregularities and shortcomings in the federal regulatory machinery. Although its own 
conclusions and investigations are far from complete, the House group has come to 
grips with some basic problems of commission organization. Dr. Daniel M. Ogden, Jr. 
associate professor of the department of political science at the State College of 
Washington, has for some time been engaged in studying possibilities of reorganiza- 
tion of the Federal Power Commission. In this article Dr. Ogden gives us some new 
ideas and reasons therefor, with respect to changes which might be made in the FPC 
setup. This analysis is presented for what it is worth, bearing in mind the sincerity and 
fairness of the author's own approach—but also keeping in mind the likelihood o* 
considerable differences of opinion about some changes suggested. 


* 


Al SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others, 
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“I do not exclude the 





intelligent anticipation 






of facts” 





even before 















they occur.” 
—-CURZON 















*Rate Commissions will 
consider them too 











R&S HAS THE KEY to “intelligent anticipation of facts’’ upon which rate increase 


applications can be solidly based —continuing monthly rate analyses, delivered in plenty 





of time for a ‘forward instead of a backward look’. 
The difference can be great in return on invested capital (which now should be 





614—7%) and in more favorable terms when seeking new capital for expansion. 
R &S “One Step” Method of Bill Analysis 


is simplicity itself to put into operation—we do 






all the work in our office on the machine illus- 
trated below (exclusive with R & S). The cost 
is infinitely lower and faster than by any other 
method. 

We would like to send you the complete 
story—a request to Dept. P-1 will bring you the 
booklet “THE ONE STEP METHOD OF 
BILL ANALYSIS’—no obligation of course. 


RECORDING & 
STATISTICAL CORP. 


100 SIXTH AVENUE 
NEW YORK 13, N. Y. 







NATION-WIDE SERVICE 


CEaoukeble Coke 


“There never was in the world two opinions alike.” 


EDITORIAL STATEMENT 
The Washington Post. 


SAMUEL B. PETTENGILL 
Former member of Congress. 


LoTHAIR TEETOR 
Former Assistant Secretary of 
Commerce for Domestic Affairs. 


James D. ZELLERBACH 
President, Crown-Zellerbach 
Corporation. 


W. Howarp CHASE 
Vice president, McCann-Erickson, 
Inc. 


WALTER H. ZINN 
President, General Nuclear 
Engineering Corporation, 


—MonrTAIGNE 





“The capital required to keep the airlines and the rail 
roads up to date cannot be provided if earnings ar: 
pegged to rate bases that reflect neither inflation nor th 
higher cost of improved equipment, and this is the ro 
of much of the difficulty.” 


¥ 


“The gas industry, like ancient Gaul, is divided int: 
three parts. First is the local distribution of gas, This : 
a public utility regulated by state governments, Second 
the interstate pipelines—another public utility regulated, 
since 1938, by the federal government; and third, th 
exploration and drilling for gas and its production, when 
found.” 


> 


“There are unmistakable signs of weakness in our 
economy that must be recognized and dealt with before 
the weakness becomes a deep-seated disorder. [The tax 
structure has been a major factor] in the current slump. 
... We most strongly recommend that Congress does not 
wait too long before tax reform is decided upon and put 


into effect.” 
es 


“Brain power is our most critical need. Aid by busi- 
ness to higher education can no longer be considered 
philanthropy. Henceforth it must be labeled frankly what 
it is—the serving of mutual interests. This means that 
business will have to put a larger percentage of available 
investment capital into colleges and universities than 
ever before.” 

¥ 


“A market-minded economy must deal with people. 
And since its managers cannot deal with them indi- 
vidually, it must use science of communications and the 
functions and techniques of public relations to meet 
the challenge. . . . The size and durability of the market 
depend on public attitudes, and public attitudes toward 
either a product or an institution depend upon the ef- 
fectiveness with which we communicate ideas, For ideas 
are what people buy; prestige and transportation—not 
automobiles ; beauty—not face cream.” 


a 


“There can be no disagreement that the basic aim of 
our peaceful atomic power program must be electrical 
kilowatts at no greater cost than electrical kilowatts gen- 
erated by burning coal or oil; also this must be done 
without subsidies. At present, all American nuclezr 
power projects enjoy subsidies ranging from a low + 
per cent interest charge on government-owned fuel to a 
government undertaking with respect to liability insu’- 
ance. Although welcome at first, subsidies must be 
eliminated if we are to avoid some kind of an ‘atomic 


TVA,’” 
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The unique double barreled UTILI-TAP connector and 
matchmated tools offer a completely new and easy way 
to secure conductors at both ends of the service drop, at 
transformers and loop splices. No loose-piece hardware 
to fumble with, no periodic tightening or arm-wearying 
tooling. The UTILI-TAP team means maximum perform- 
ance and long life, with greatest ease of application. 
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The UTILI-TAP Connector features: 

«exclusive double barreled, locking crimp—to guard 
against relaxation under varying load conditions 

¢ tin-plated to resist corrosion and assure optimum elec- 
trical connection 


* pre-inhibited with non-flow compound to remove oxide 
from aluminum conductors 


The UTILI-TAP Tool features: 

¢ crimping dies are permanently attached to tool head for 
quick die change 

¢ open type head for easy access to conductor and quick 
reiease after application 

¢ portability—lightweight (less than 8 Ibs.) 

* for wire size range 8 through 4/0 AWG—solid, stranded 
and ACSR—in all copper and aluminum wire combinations - 


For more information on the double 
barreled UTILI-TAP method, write: 


P INCORPORATED 


E [yas OFFICES: HARRISBURG, PENNSYLVANIA 


re 


; a | 
P prodicks and engineering assistance are available through wholly-owned subsidiaries in: Canada e England e France e Holland e Japa 
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you buy cable... 


—take advantage of the unique properties of Kerite insulation. Let a Kerite engineer explain why no 
other cable can equal Kerite’s performance in actual service, dependability, and long-time economy 
Kerite cables are designed for a variety of applications and operating conditions, and are available 
in forms and finishes best adapted to your requirements. Be sure. Specify Kerite. 


Our headquarters is at 30 Church St., New York 7. Branches in Ardmore, Pa., 
Boston, Cleveland; Chicago, Houston, San Francisco, Glendale, Cal. 


KERITE CABLE 


to The KERITE That makes The ay ference 
path 













MEET A 
LONG-DISTANCE 
“OPERATOR’’ 


Automation helps offset rising costs 
of natural gas operations 















This man and his pushbuttons help control 





the flow of natural gas from remote fields to 
3,000,000 households—each using, on the 


| average, 70% more gas than it did a decade ago. 


















Automation contributes immeasurably to the 
; efficient and economic operation of the 

‘ Columbia Gas System. Microwave, radio, 
telemetering equipment, remote controls for 
regulators and compressor stations, and giant 
electronic computers are some of the modern 
instruments being used in the System. Other 
machines automatically prepare payrolls, 


dividend checks, and customers’ bills. 


Columbia has put the modern miracle of 
automation to work for the more efficient 
distribution of the modern miracle fuel . . . 


natural gas. 
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COLUMBIA 
SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 41st STREET, NEW YORK 17, N. Y. 





ESTON &* OUP: UNITED FUEL GAS COMPANY, AMERE GAS UTILITIES COMPANY, ATLANTIC SEABOARD CORPORATION, COLUMBIA GAS OF KENTUCKY, INC., 
GAS DiSTR:BUTION CORPORATION, KENTUCKY GAS TRANSMISSION CORPORATION... COLUMBUS GROUP: THE OHIO FUEL GAS COMPANY, THE OHIO VALLEY 
PANY. . PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COMPANY, COLUMBIA GAS OF NEW YORK, INC., CUMBERLAND AND ALLEGHENY 
GAS COMPANY, HOME GAS COMPANY...THE PRESTON OIL COMPANY 
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In 1953 Pioneer joined with other groups, all report- 
ing to the Atomic Energy Commission, for constant 
study of atomic energy application. Today Pioneer 
is qualified as a consultant to industry in the 
application of atomic reactor systems to the gener- 


Organized as Central Utilities Atomic Power Asso- 
ciates, these utilities will share in the research and 
development costs: Northern States Power Co., 
Central Electric and Gas Co., Interstate Power Co., 
lowa Power and Light Co., lowa Southern Utilities 





ation of electric power. Presently, Pioneer is acting 
as architect-engineer and supervisor of construc- 
tion of the 66,000 kw commercial atomic power 
plant shown here. Allis-Chalmers Mfg. Co. is ‘the 
prime contractor. Scheduled for 1962 completion, 
the plant, for the Northern States Power Co., will 
be known as the ‘“‘Pathfinder’’. 


Co., Madison Gas and Electric Co., Mississippi Val- 
ley Public Service Co., Northwestern Public Serv- 
ice Co., Ottertail Power Co., St. Joseph Light and 
Power Co., Wisconsin Public Service Corp. PIONEER 
SERVICE & ENGINEERING CO., 231 South La Salle 
Street, Chicago, Illinois. 


Mor 


ATOMIC 
PROGRESS 


manageme 
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Pioneer Service 


_ On your letterhead, write 
for 40-page booklet, ‘‘Pioneering 
New Horizons in Power”. 
Describes, illustrates Pioneer's 
engineering services, and 
corporate services, from 
financing to operation. 


& Engineering Go. /, 


231 South La Salle Street, 
Chicago, Illinois 


Sketch of ‘‘Pathfinder’’ 
commercial atomic power plant 
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Thursday—8 


Public Utilities Advertis- 
ciation begins an- 
mvention,  Pitts- 

burgh, Pa. 


Friday—9 


Southeastern Gas Associa- 
tion begins gas sales con- 
ference, Charlotte, 1 Lat Be 


Saturday—10 


Air Pollution Control As- 

sociation will hold annual 

meeting, Philadelphia, Pa. 

May 25-29. Advance no- 
tice. 


€ 


Sunday—11 


National Association of 
Purchasing Agents begins 
annual convention, Chicago, 


Ill. 





Monday—12 


American Management As- 
sociation begins general 
management conference, 


New York, N. Y. 


Tuesday—13 


Association of American 

Railroads, Communications 

Section, begins annual ses- 
ston, Kansas City, Mo. 


Wednesday—14 


Pacific Coast Electrical As- 
sociation begins annual con- 
vention, Coronado, Cal. 


Thursday—15 


American Water Works 

Association, Pacific North- 

west Section, begins annual 
meeting, Spokane, Wash. 








Friday—16 


! Rivers and Har- 
‘ongress ends 3-day 
Washington, D. C. 


Saturday—17 


Pennsylvania Independent 
Telephone Association will 
hold annual convention, 
Bedford, Pa. May 26-28. 
Advance notice. 


Sunday—18 
Industrial Heating Equip- 


ment Association begins 
meeting, Hot Springs, Va. 


® 


Monday—19 


Annual Foundry Congress 
and Show begin, Cleve- 
land, Ohio. 





‘uesday—20 


PennsvIvania Gas Associa- 
tion gins annual meeting, 
‘ocono Manor, Pa. 





Wednesday—21 


Illinois Telephone Assocta- 
tion begins annual conven- 
tion, Peoria, IIl. 





Thursday—22 


Natural Gas and Petroleum 

Association of Canada be- 

gins annual meeting, Wind- 
sor, Ontario, Canada. 





Friday—23 


National Fire Protection 
Association ends 5-day an- 
nual meeting, Chicago, Ill. 
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American Gas & Electric System 


Hottest Line in the Nation 


Converted in 1957, this 345,000-volt transmission line links the Muskingum river 
and Tidd plants of the Ohio Power Company. 
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Does Our Rate-making Process 


Need Overhauling? 


There are today those public utility companies which cannot earn 

a fair return, even if there were no regulation, primarily because 

of competition. Then there are those public utility companies which 

can earn a fair return if they are permitted to do so. But conditions 

are changing constantly and there is no time guaranty that utility 

companies in one group may not eventually find themselves in the 
other, and vice versa. 


By CHARLES K. ROBINSON* 


N “Fair Value Revisited,”? I pointed 
out that with a dollar of ever-changing 
value, a “fair value” rate base should 

be adopted rather than an original cost 
one; also, that under such circumstances 
an original cost rate base was a mere 
mathematical figure, not a representative 
_ *Attorney, Pittsburgh, Pennsylvania. For addi- 
tional personal note, see “Pages with the Editors.” 


1 Pusric Uriiities FortNicHtty, Vol. 59, No. 8, 
April 11, 1957, p. 505. 


one or a realistic one. Accounting, of 
course, has its proper place, but it should 
function as a guide to regulation, not as an 
“end” in itself and certainly not “the 
end.” The goal of regulation should be 
the same as the goal of management—a 
successful enterprise — which is the only 
result that can assure continuous good 
public service. 

I should like, therefore, now to deal 
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with “fair value” in its broader and more 
comprehensive aspects; namely, fair and 
realistic treatment. 


¢ pp existing conditions the realistic 
aspect of the subject becomes of first 
importance. Utilities today should be 
classified into two groups: (a) those that 
can earn a fair return—if they are per- 
mitted to do so; and (b) those that can- 
not earn a fair return, primarily because 
of evolutionary competition. They no 
longer have a monopoly or even a sem- 
blance of a monopoly of the business. 

As to group (a), the electric light and 
power companies, the telephone, and per- 
haps a few other companies, I believe the 
“fair value” rule is the applicable one for 
the reasons set forth in the article above 
mentioned. 

As to group (b), the railroads, urban 
mass transportation companies, and a 
few others, where it is practically impos- 
sible to earn a fair return on any rate 
base—whether an original cost one, or a 
present fair value one—regulation in the 
traditional sense ceases to apply. If regu- 
lation is to be applied to group (b), it ob- 
viously cannot apply the traditional ap- 
proach of rate base and return, but must 
develop new approaches and new ends. It 
must look to management with ever-in- 
creasing concern, and must act quickly to 
free management from the delays and fet- 
ters of regulation. The delays of regula- 
tion do infinite harm not only in robbing 
that utility of warranted and needed in- 
come, but in interfering with new plan- 
ning and management, so that all the ad- 
vantage is given to the new competitor. 


ommend is obviously the first to 
be aware of evolutionary competi- 
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tion, and if given a free hand may be able 
to cope with it and survive just as the 
unregulated industries do time and time 
again. We should also recognize that reg- 
ulation exists where there is, and because 
there is, a legal monopoly, and that when 
a monopoly does not exist because of ev- 
olutionary competition, regulation in the 
traditional pattern is likely to do more 
harm than good. 

In group (b), competition has now be- 
come the supreme regulator, and tradi- 
tional legal regulation, with its long- 
drawn-out search for total return as re- 
lated to legal standards, is obviously no 
longer necessary or useful. It is not usu- 
ally difficult to recognize this situation 
promptly in a rate case, and for certain 
types of utilities—urban mass transpor- 
tation, for example—it is well-known 
that it cannot now—with perhaps a few 
exceptions—earn a fair return on any 
rate base. Why then spend endless time 
and expense probing questions of rate 
base and return, or of duplicating the 
process every time a question of rate in- 
crease arises? 

To repeat such procedure where a com- 
pany in the (b) group is involved reminds 
one of the story of the blind man who on 
a dark night spent the whole night hunt- 
ing for a black cat that was not there. 


Regulatory Lag—Unrecouped Losses 


| orn costs of operation inevitably 

produce applications for rate increases; 
and in the case of the (b) companies the 
losses incurred during regulatory delay 
are irreparable. 

For example, Pittsburgh Railways 
Company between 1948 and 1953 had 
seven applications for increases in rates 
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in rapid succession. The suspensions by 
the commission, and the orders of super- 
sedeas of the superior court, resulted in 
losses of over $5 million, and yet every 
rate increase was ultimately approved. 
Not a cent could be recovered because of 
the competitive and economic conditions. 

The natural gas distributing companies 
have been compelled to pay ever-increas- 
ing prices for gas to producing companies. 
Yet one suspension follows another, and 
few of the losses are ever recovered. 

This situation generally applies to the 
railroads today. They are now trying des- 
perately to bring this fact to the attention 
of all the interested parties, commissions, 
law-making bodies, and to the public gen- 
erally. 

The companies in group (b) are 
important and vital to the welfare and 
prosperity of the nation, both in peace 
and war. They are pleading for a new and 
quicker approach, a more realistic one. 


’ i ‘Is strongly suggests that we recon- 
sider our traditional formulas and 


legal procedures, and develop ones better 
fitted to the problems of regulation today, 
even if they may be revolutionary in 
character. 

It was early determined that the legis- 
lature—which had the power to fix utility 


q 


e 


rates for the future—was not equipped 
or properly staffed to do the job of re- 
viewing or fixing rates, and, therefore, 
the present public utility commission was 
created to do the job—as the agent of the 
legislature—with the right to appeal to the 
courts for a judicial review of the facts 
of record. This method so far as group 
(b) is concerned is now obsolete, and no 
longer helpful, but definitely harmful. It 
calls for a shift from legal considerations 
(which no longer exist) to the economic 
and managerial considerations which now 
rule the answer. 


W: may also point out that the Su- 

preme Court of the United States in 
Federal Power Commission v. Hope Nat. 
Gas Co. (1944) 320 US 591, 51 PUR 
NS 193, in advancing the new doctrine 
of the “end result,” without a standard or 
an adequate guide, left regulation largely 
to individual judgments—and to public 
opinion (political direction), which fre- 
quently exercises a dominant control over 
the answer. 

It also weakened and, in the opinion of 
many, made inapplicable the ‘due proc- 
ess” provisions of the Constitution, as ap- 
plied to the rate-making process. The 
“fair value” rule, which from the begin- 
ning of regulation had the support of the 


“MANAGEMENT is obviously the first to be aware of evolution- 
ary competition, and if given a free hand may be able to cope 
with it and survive just as the unregulated industries do time 


and time again. We should also recognize that regulation ex- 
ists where there is, and because there is, a legal monopoly, and 
that when a monopoly does not exist because of evolutionary 
competition, regulation in the traditional pattern is likely to 


do more harm than good.” 


651 
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constitutional provisions, was now denied 
that support. 

We may, therefore, conclude that, as 
to the utilities in group (b), legal 
and traditional approaches to regulation 
are no longer realistic, and that a better 
and more up-to-date plan of regulation 
should be devised which may also be ap- 
plied to the utilities in group (a). 


AS long ago as 1921, Judge Kephart, of 

the superior court of Pennsylvania, 
pointed out the distinction between the 
problems of regulation of public utilities 
which relate to the future and the appli- 
cation of legal principles to past events in 
Coplay Cement Mfg. Co. v. Pennsylvania 
Pub. Service Commission, 271 Pa 58, 65, 
66, PUR1921E 597, 601, 602, in which 
he said: 


Governmental control over these es- 
sential elements of corporate existence 
must be carefully exercised. The com- 
mission and the utility are not dealing 
with a purely legal proposition, subject 
to inflexible rules of law, but with 
an ever-changing economic condition, 
through this administrative body, with 
powers adapted to fit recurring changes 
in economic life. To attempt to confine 
it or the utility to the sometimes un- 
wieldy procedure adopted by the courts 
would be subversive of all the good in- 
tended by the act. . . . subjects like that 
now before us (frequency of change of 
rate of utility) are not to be judged by 
technical legal procedure. They are reg- 
ulated by economic law, which, so far, 
courts or legislatures have not been able 
to control. What may be an adequate 
rate today, next month may be quite 
unreasonable, and this through circum- 
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stances beyond the control of the com- 
mission, utility, or courts. ... When an 
action of assumpsit is instituted, the 
stage is set; the future takes care of 
itself. With these concerns the stage is 
constantly changing; no one, at present, 
will be vain enough to guess, in times 
such as now exist, what the next setting 
may be. 


i has always been the law and so de- 
clared on innumerable occasions that 
regulation should not invade the field of 
management. Yet what could invade that 
field more than to cause management to 
spend its time with litigation concerning 
questions not actually involved in the case, 
when it should be devoting its time to 
learning how to cope with oncoming and 
ever-increasing competition ? 

As matters stand today in the regula- 
tion of utilities, the basic questions are 
economic and managerial, and regulation 
should be reoriented to this development. 

May we not be bold enough to make a 
few suggestions to this end? 

Shall we continue to cling to our legal 
and traditional approaches when they 
are no longer applicable? Can we not de- 
vise a better plan than appeals to the 
courts when the questions are no longer 
legal or constitutional? Why not appeals 
from commission decisions to tribunals 
designed to deal with supervision and reg- 
ulation in the economic and service fields? 
And, above all, let’s have quick action 
when it is so vital. Today we witness sus- 
pensions lasting as long as eleven months 
before commissions, and further delays 
before appellate courts running for a year 
or more, sometimes two or three years. 

A small appellate tribunal of not over 
three members, qualified in the related 
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Regulation versus Management 


“ has always been the law and so declared on innumerable occasions 
that regulation should not invade the field of management. Yet what 
could invade that field more than to cause management to spend its time 
with litigation concerning questions not actually involved in the case, when 
it should be devoting its time to learning how to cope with oncoming and 
ever-increasing competition? As matters stand today in the regulation of 
utilities, the basic questions are economic and managerial, and regulation 
should be reoriented to this development.” 





fields, could relieve the overburdened 
courts of the difficult review of rate cases, 
with their extensive testimony and exhib- 
its and required legal procedures. Fur- 
thermore, a prima facie finding of the 
commission that no rate base or rate of 
return question is clearly involved should 
be sufficient to permit attention to be giv- 
en at once to the real issues involved. 
While this special procedure is designed 
primarily for utilities in group (b), there 
is plenty of reason to believe that it may 
also be advantageously applied to those in 
group (a) ; and how long before perhaps 
competition—or at least competitive fuels 
such as atomic power—takes over the 
problems in some of the group (a) com- 
panies, 





Conclusion 


| peare has shown that there are 
two basic faults in present programs 
of judicial review: 


(1) The assumption that judicial 
review is the same when applied to util- 
ity rates for the future, as it is when 
applied to past matters involving fixed 
and unchangeable facts. The difference 
between the usual litigated case and the 
regulation of utility rates is funda- 
mental. In litigation we seek to find the 
past fact with absolute accuracy; in 
fixing rates we seek to apply an ade- 
quately informed judgment to the fix- 
ing of rates in an ever-changing future. 
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(2) That the courts as the final ar- 
biters have the right to review both the 
law and the facts and to redetermine 
the facts even when no question of con- 
fiscation is involved. This sometimes 
results in conclusions as to the facts 
contrary to those found by the fact- 
finding body (the utility commission) 
even when there is ample evidence to 
support the commission’s findings. Both 
of these faults tend to unnecessarily 
encumber the record and to delay the 
decision. 


W: know that it is the common prac- 
tice to fix a test period and a cut off 
date, which freezes the then known facts 
in the record, but they are not in reality 
frozen at all; they continue to change 
from time to time, sometimes from day to 
day, particularly if there are heavy com- 
petitive factors. 

The commission in cases involving 
large records, briefs, and oral argument 
usually, takes several months more to ar- 
rive at a decision. The appellate court— 
or courts in a few instances—may take 
many months more, and being under no 
limitations of time—as commissions usu- 
ally are—may take even an additional 
year, and in a few instances several years, 
before a final decision. The decision is 
made on a frozen record which has long 
since become obsolete as to the facts. This 
is bad enough, but how much worse when 
the company, confronted with the neces- 
sity for an immediate change in rates by 
the changed facts, is compelled to repeat 
the same long-drawn-out process. 


ym phase of this situation is graphical- 
ly illustrated in the United Fuel Gas 
case before the Federal Power Commis- 
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sion. There the record was closed and the 
staff had made its recommendations; but 
continuing information reached the com- 
mission that there would be further shifts 
in the sources of natural gas from the 
Appalachian fields to the newly developed 
fields in the South and Southwest. The 
recommendations of the staff were passed 
over, and an order made which gave full 
effect to the added information, even to 
the point of allowing for the future effect 
of the increases in costs arising from the 
new sources of natural gas.’ 

Had the new facts not become known 
until several months later, the decision 
would obviously have been based on the 
findings of the staff—fully supported by 
the record—and a decision made entirely 
at variance with the then existing facts. 


j how appellate courts are of necessity 
the final arbiters, and are the final 
judges of their own jurisdiction. Facts 
and law are so often intermingled that it 
is quite difficult to determine which is 
which, but I believe appellate courts have 
in many instances exceeded their juris- 
diction, and have substituted their judg- 
ment for that of the commission in mat- 
ters relating only to the facts or to con- 
clusions to be drawn solely from the facts. 

To illustrate: Should an appellate 
court modify a rate of return by a small 
fraction, say a tenth or even a quarter 
per cent? Should it change the basis for 


2 City of Columbus v. United Fuel Gas Co. (1946) 


5 FPC 279, 67 PUR NS 161—Commissioner Olds 
in sustaining the majority opinion said (p. 175): 
“The commission would be blind to its obligations if, 
in fixing rates for the future, it used experience in 
the past which it has every reason to believe will not 
be repeated. . .. Hence, we would be dealing with 
fiction if we were to use the experience of 1945, 
which the dissenting commissioner advocates, as the 
sole test of just and reasonable rates for the future.” 
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fair average prices from a five-year to a 
one-year average? Are these not questions 
controlled by economic facts rather than 
conclusions of law? Yet appellate courts 
frequently review these questions and 
modify the decision of the commission 
even when there is ample evidence to sup- 
port the commission, and no issue of con- 
fiscation is raised. 

And so, many other instances can be 
cited where, in my opinion, the courts 
have exceeded their jurisdiction, because 
they are by necessity the final arbiters, 
which includes the right to determine the 
scope of their own jurisdiction, all of 
which enlarges the records and delays final 
decisions. 

And, finally, do we not need another 
form of tribunal for speedy review, con- 


sisting, for example, of three members, a 
presiding official drawn from the field of 
law, and two other members drawn from 
the fields of economics and utility expe- 
rience? 

Such a tribunal could make an impor- 
tant contribution to hasten and shorten 
the entire proceedings by reducing record 
requirements for the commission, and ac- 
cepting a record and conclusions adequate 
for their purpose which would be freed 
from the requirements traditionally de- 
manded by appellate courts. 

What we really need is not more, but 
less regulation, for as Thomas Jefferson 
so well observed over a century ago: “If 
we wait upon Washington to tell us when 
to sow and when to reap, we shall soon 
want for bread.” 





Russia’s Got More Land and People 
COVE should get over being so astonished to find that Russia 


can produce more scientists, technicians, and engineering 
school graduates. Why not? This is a factor of population. . 
“Our job is to produce fewer but better soldiers, students, ‘and 


scientists. We must stress the best, not the most. 


I have re- 


cently made a trip to the West coast and found ( perhaps because I 
was looking for them) these examples of Americans and Provi- 
dence working things out for themselves: 

“1. Fewer but better technicians. It is not unusual for 1,500 
persons to take 600 days to design a new aircraft. The Lockheed 
jet passenger plane Jet Star recently set a speed record between 
Caltfornia and Georgia. The day this happened I was in the Bur- 
bank office of Robert E. Gross, board chairman of Lockheed. He 
told me that a mere forty-five persons working 241 hours had de- 
signed the Jet Star. 

“2. The natural laws will provide. Automation is supposedly the 
enemy of employment. But the day after seeing the unveiling of 
the Howard Hughes digitape system of automation at El Segundo, 
California, the same Hughes company announced immediate plans 
to hire additional workers. Perhaps the announcement was timed 
for effect, but this does not alter the basic law of the better mouse- 
trap. Whoever builds it will get more customers and need more 
workers. 

“The country will work its way out of this recession; but the 
government cannot spend our way out.” 

—Hotmes ALEXANDER, 
Columnist. 
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Discontinuance of Railroad Service 


An account of the problem which railroad companies 

face in seeking to curtail losses from unprofitable op- 

erations through discontinuance. It is an analysis which 

will make readers engaged in other forms of utility 

business consider this problem in terms of their own 
operations. 


By A. J. G. PRIEST* 


HOULD the Baltimore & Ohio be per- 
mitted to discontinue its passenger 
service between New York and Balti- 

more in order to close out losses which 
have been accumulating at the rate of $5 
million a year? Should railroads in the 
Middle West be allowed to eliminate 
small-town stations manned by agents be- 
ing paid “as much as $150 and $160 an 
hour” for the time they actually work ?? 
Must empty passenger cars shuttle back 
and forth between Junction City and 
Podunk over a branch line built when 
Podunk seemed to have a future and when 
highways still gasped in summer dust and 
surrendered to winter mud? Is train No. 
18 now being operated for the sole benefit 
of a vice chairman of the state Demo- 
publican committee? If a railroad’s life- 
blood is escaping at a dozen points, should 
the wounds be stanched ? 

Many railroads have acted and will con- 

*Professor of law, University of Virginia. For 


additional personal note, see “Pages with the 
Editors.” 
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tinue to act. And most state agencies from 
which approval must be sought have been 
generally sympathetic, although others 
have looked down their administrative 
noses. One state commission, for example, 
denied the Chicago & Northwestern per- 
mission to close a station, although the 
uncontested record showed that the sta- 
tion agent received “a full day’s pay and 
that he was working fifty-nine minutes a 
week” !? 


HAT, in these circumstances, are the 

the obligations of regulators and the 
regulated to passengers and shippers, to 
investors, to the general public? The prob- 
lem was accurately posed by Judge Wyche 
ten years ago when, speaking for a three- 
judge federal court, he said, after observ- 
ing that a railroad company “has but 


limited powers of management” :* 


. . . It has no power to fix rates and 
thus has little control over its revenue. 
Its control over expenses, particularly 
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wages, is also strictly limited as the 
spiral of recent wage increases abun- 
dantly indicates. It is restricted in its 
managerial functions by rules arising 
from contracts with well-integrated and 
nation-wide labor organizations. It is 
in competition with bus and truck lines 
as well as private automobiles which 
travel over highways built, not by 
private capital, as is the case with rail 
carriers, but by public expenditures. It 
is in competition with government-sub- 
sidized waterways, and, in recent years, 
with the expanding activities of the air- 
lines. Recent rate increases, which in 
the final analysis have to come from the 
public pocket, are in recognition of the 
impact of these forces. In such circum- 
stances it is the duty of a carrier to 
seek, and of regulatory agencies to per- 
mit, the elimination of those services 
and facilities that are no longer needed 
nor used by the public to any substan- 
tial extent. 


66 — wheels on steel rails” are basi- 
cally as essential to the welfare of 
our economy as they were before the 
Wright brothers made their first flight and 
before automobiles became equipped with 
self-starters. Furthermore, large numbers 
of Americans still would rather trust their 
persons to the rails than to the skyways or 
the tax-surfaced highways. Because the 
railroads must be saved, abandonment of 
nonessential railway service has become 
imperative. And the what, when, and 
how will increasingly concern regulatory 
agencies in the years which immediately 
confront us. 
If an entire utility enterprise is not suc- 
cessful and if, after conscientious efforts 
to remedy the situation, prospects remain 


bleak, the investor may salvage what he 
can and seek greener pastures.* What still 
seems the appropriate concept was stated 
eighty years ago in Munn v. Illinois 
(1877) :° “When. . . one devotes his prop- 
erty to a use in which the public has an 
interest, he, in effect, grants to the public 
an interest in that use. .. . He may with- 
draw the grant by discontinuing the use; 
but, so long as he maintains the use, he 
must submit to the control.” 


| a in minor situations, railroads 

expect and intend to “maintain the 
use.” Therefore regulators, as well as the 
B&O and other carriers obviously re- 
quired to reduce losses, must deal with the 
“branch line” or “branch service” prob- 
lem. The basic questions are (1) will con- 
tinuation of the unprofitable branch 
jeopardize successful operation of the en- 
tire system; and (2) may a red-ink branch 
be eliminated if the system as a whole is 
earning a reasonable return? To paint with 
a broad brush, in the first situation, relief 
normally is granted; in the second, losses 
for which the leech is responsible must be 
weighed in the balance with public con- 
venience and necessity. The public need 
is, and must be, paramount. 

In a 1955 decision involving the South- 
ern Railway Company,® the Virginia su- 
preme court of appeals said that the ques- 
tion was whether “in view of all the facts 
and circumstances disclosed by the evi- 
dence, it is reasonable and just to require 
[Southern] to operate” certain branch 
line trains. The court noted that pas- 
senger revenues were less than half the 
amount paid the train crews, observed that 
the “test of how much a service is needed 
is how much it is used,” and held that it 
was “unreasonable and unjust” to require 
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the railroad to operate the trains in ques- 
tion. Its “controlling criteria” were: “(1) 
the character and population of the terri- 
tory served; (2) the public patronage or 
lack of it; (3) the facilities remaining; 
(4) the expense of operation as compared 
with the revenue from it; and (5) the op- 
erations of the carrier as a whole.” 


 ecmapanenl the supreme court of Ari- 
zona approved the winding up of pas- 
senger service in a recent Southern Pacific 
branch line case.” Revenues from the serv- 
ice involved were less than 40 per cent of 
out-of-pocket operating costs. And the 
court held (1) that if “the facts show no 
necessity for the service to meet the de- 
mands of public convenience, continuance 
of the operation will not be required,” and 
(2) that “if the passenger service becomes 
unnecessary, the fact that the company 
has earnings from freight which might 
absorb the loss from passenger service is 
immaterial.” It also was observed that if 
“a substitute service substantially meets 
the transportation needs of the public, it 
cannot be said that public convenience re- 
quires the continuation of a duplicate 
service.’”® 
The facts control, but the branch line 


q 


e 


agonies of solvent carriers seem less dis- 
tressing to some courts than to others. For 
example, the United States Supreme 
Court found little virtue in a showing by 
the Southern Railway Company that two 
branch line trains which the Alabama Pub- 
lic Service Commission had refused to al- 
low it to discontinue were producing 
losses of $10,000 per month when the rail- 
road had overall net operating income of 
more than $23 million per year and when 
its annual net operating income from Ala- 
bama service was over $2.5 million.® The 
court noted that it had “recognized that 
review of an order requiring performance 
of a particular utility service, even at a 
pecuniary loss, is subject to considerations 
quite different from those involved when 
the return on the entire intrastate opera- 
tions of a utility is drawn into question.” 


} gern Frankfurter, in a concurring 


opinion, said “Unlike a department 
store or grocery, a railroad cannot of its 
own free will discontinue a particular 
service to the public because an item of its 
business has become unprofitable.” How- 
ever, he called attention to Northern 
P. R. Co. v. North Dakota (1915)” 
and Mississippi R. Commission v. Mobile 


“ ‘STEEL wheels on steel rails’ are basically as essential to 
the welfare of our economy as they were before the Wright 
brothers made their first flight and before automobiles 


became equipped with self-starters. Furthermore, large num- 
bers of Americans still would rather trust their persons to the 
rails than to the skyways or the tax-surfaced highways. Be- 
cause the railroads must be saved, abandonment of nonessential 
railway service has become imperative. And the what, when, 
and how will increasingly concern regulatory agencies in the 
years which immediately confront us.” 
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& O. R. Co. (1917) in which the court 
had found orders requiring continued 
service so arbitrary as to be confiscatory. 

Of course solvent public utilities cannot 
discontinue red-ink operations of their 
“own free will.” Authority must almost 
invariably be obtained from a regulatory 
tribunal. But the time obviously comes 
when permission to cut off unprofitable 
service should be granted as a matter of 
sound regulation. Can it be said objec- 
tively that there is genuine public need for 
the questioned service? Does the proposed 
abandonment concern only the three tailors 
of Threadneedle Street or will it affect the 
general public? Should slight public in- 
convenience outweigh substantial branch 
line losses ? Has patronage declined steadi- 
ly and persistently? Is reasonably satis- 
factory alternative service available? 
What does the future seem to hold? Is in- 
adequate management responsible for the 
losses suffered? Must large expenditures 
be made to restore the branch operation 
to normal safety and efficiency ?™ 


Peppers the fact that a public utility 

is earning a fair return on its overall 
operations does not prevent a regulatory 
tribunal from authorizing the abandon- 
ment of branch line service if, on the whole 
record, the unreasonableness of continu- 
ance has been demonstrated. Some meas- 
ure of public inconvenience cannot justify 
the imposition of unreasonable costs which 
adversely affect the rate-paying public as 
well as the carrier itself."* 

The general rule clearly is that a branch 
line may not be looked upon as an inde- 
pendent enterprise and that, therefore, 
overall revenues must be considered when 
abandonment of service is proposed. But 
it has been specifically held by the Mary- 


land court of appeals that if one branch 
of a utility’s service is unprofitable, “it 
would be neither good business nor justice 
to compel the company to continue that 
branch merely because the loss could be 
offset by profit on the rest of the service.”® 
Although justification for that view may 
be found in some of the earlier decisions, 
only the hardiest soul would object to the 
introduction of system-wide revenues in a 
modern branch line case, unless need for 
the service were shown to be negligible. 


M*: railroads have received, and are 

entitled to expect, more sympathetic 
treatment than that recently given a Min- 
nesota carrier which sought authority 
from the state’s railroad and warehouse 
commission to discontinue certain pas- 
senger trains then losing more than $200,- 
000 a year. Discontinuance was permitted 
by the commission then in office, but five 
months later a newly elected commission 
on its Own initiative issued an order to 
show cause why the service should not be 
restored. After a turbulent hearing, the 
carrier was required both to re-establish 
the passenger service and to improve its 
operating schedule. On appeal, the Min- 
nesota supreme court observed :”° 


. . . The fact that the overall opera- 
tion of the carrier produces a profit does 
not of itself justify an order requiring 
maintenance of passenger service, nor 
does the fact that the carrier sustains a 
loss from the operation of the passenger 
service, of itself, require its abandon- 
ment . . . Neither is conclusive, but 
both must be given consideration in de- 
termining whether public convenience 
and necessity require the continuance 
of the service. Both the rights of the 
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Service Need and Lacking Patronage 


. ‘T F a railroad 1s able to demonstrate that any service results in an actual 

out-of-pocket loss, the absence of public convenience and necessity 
should be presumed. Whatever chamber of commerce may be protesting 
against discontinuance should be required to prove that a genuine public 
need exists and that it cannot be met by prevailing or immediately contem- 
plated substitute service. Public convenience ts the criterion. But the con- 


venience ultimately to be served 1s that of the entire economic area to 
which a carrier is committed.” 


PE OR 





public and the rights of the carrier must 
be given consideration, and, in a large 
measure, the determination of the rea- 
sonableness or unreasonableness of con- 
tinuing such service under the facts in 
each case must be left with the commis- 
sion... . 


HE Minnesota court said that, because 

of the conduct of one commissioner, 
the case had come “perilously close to the 
point where an administrative hearing 
cannot be upheld,” but “reluctantly con- 
cluded” that it could not reverse for that 
reason. Affirmance was based on the 
prima facie reasonableness of the commis- 
‘sion’s order and on the ground that if 
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“after a reasonable trial period during 
which the railway company genuinely 
tries in good faith to render service con- 
templated by the order, the public does not 
show interest in such service, it is reason- 
able to assume that the commission may 
look more favorably upon a new petition 
to abandon the service.” 

By way of contrast, the Michigan su- 
preme court declared to be unreasonable 
and confiscatory the refusal of that state’s 
public service commission to permit the 
discontinuance of passenger trains pro- 
ducing less serious deficits than those in- 
volved in the Minnesota proceeding.” 
The trains in question were losing ap- 
proximately $80,000 annually and were 
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transporting a relatively small number of 
passengers, but the commission concluded 
that the railroad had not shown “the lack 
of convenience and necessity.”” However, 
the court said that “other existing services 
reasonably provide means for such travel 
with comparatively little inconvenience,” 
that the economic loss resulting from their 
operation “overbalances whatever con- 
venience the public derives from these 
trains” and that public convenience and 
necessity did not “require a continuation 
of the train movements under considera- 
tion.” 


. mn, courts have declared that rail- 
roads clearly are under an obligation 
to reduce losses arising out of economic 
waste. 

Thus, the supreme court of Illinois, 
after having contrasted the virtual 
monopoly of transportation which rail 


carriers enjoyed in the days of horse- 
drawn vehicles with the competition now 
provided by private automobiles, trucks, 
buses, “government-subsidized water- 
ways,” and the airlines, said :”® 


In the light of such changed condi- 
tions it is a duty of the carrier to seek, 
and of the regulatory agency to permit, 
elimination of uneconomic services no 
longer needed or used by the public to 
any substantial extent. The reasons 
which originally may have provided 
justification for compulsory facilities 
maintained at substantial losses have 
largely disappeared today, rendering 
local train service in many cases an ob- 
solete form of transportation. Recog- 
nition of such factors by regulating 
bodies not only results in financial bene- 
fits to the railroads but, by eliminating 


unnecessary passenger train service, 
makes possible more economical trans- 
portation for the public on the trains 
which remain in substantial demand. 


This same concept is echoed in a recent 
(1956) decision’ of the Oklahoma su- 
preme court which reversed an order of 
that state’s commission refusing to per- 
mit the discontinuance of train service and 
which observed that its holding was “in 
accord with the modern trend of opinion, 
or philosophy, that passenger trains are 
operated primarily for the carriage of pas- 
sengers and if the public abandons the 
trains for passenger travel, there is no 
duty or obligation to continue their op- 
eration at a substantial loss.” 


HE Texas court of civil appeals was 
strikingly realistic when it said that 
the “primary reason” why passenger 
trains no longer are used on trips up to 
200 miles “is good roads, good cars, and 
a schedule of one’s own making. Few of 
those who so travel know or care if the 
train operates over the route they intend 
going ; they neither know nor care whether 
the train coach is modern or not; they are 
not interested in when the train leaves or 
when it returns. .. . They use their own 
con 
The supreme court of Kansas strongly 
allied itself with the majority in an opin- 
ion (Atchison, Topeka & Santa Fe R. Co. 
v. State Corporation Commission, not yet 
reported) handed down on March 8, 1958. 
Two motor trains operating on a branch 
line produced passenger revenue “sub- 
stantially less than the wages paid to the 
three crew members,” but the Kansas 
commission had refused to permit their 
discontinuance. In affirming a district 
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court reversal of the commission, the state 
supreme court found that the public had 
“abandoned” the trains in question and 
held both that it knew of no rule requir- 
ing a railroad “to maintain the operation 
of trains at great losses where the need 
for service no longer exists” and that “to 
require such operation constitutes one of 
the forms of economic waste which the 
commission was created to eliminate.” The 
court also declared that, in such circum- 
stances, a sound test was whether “the re- 
sulting net saving to the railroad will fur- 
ther the public good in greater measure 
than the loss of passenger service will im- 
pair it”; that “if the passenger service be- 
comes unnecessary, the fact that the com- 
pany has earnings from freight which 
might absorb the losses from passenger 
service is immaterial” ; and that if a rail- 
road could be compelled to continue 
branch line passenger service “simply be- 
cause it was generally prosperous,” it 
would “stand committed to drains upon its 
income for costly and unnecessary serv- 
ice until complete bankruptcy intervened.” 
It was observed that evidence of system 
net revenues might be considered in a 
proper case, but that upon the facts pre- 
sented by this record, “it became the duty 
of the commission” to grant the railroad’s 
application for discontinuance. 


= 


a nnke aggrieved by state commis- 

sion denial of permission to discon- 
tinue unprofitable service have been denied 
access to the federal district courts by the 
Supreme Court’s decision in Alabama 
Public Service Commission v. Southern 
R. Co. (1951).*4 Chief Justice Vinson, 
speaking for the court, assumed that the 
district courts had jurisdiction in such 
cases, but held that it should not be exer- 
cised. He said, “As adequate state court 
review of an administrative order based 
upon predominantly local factors is avail- 
able to appellee [the railroad], interven- 
tion of a federal court is not necessary for 
the protection of federal rights. Equitable 
relief may be granted only when the dis- 
trict court, in its sound discretion exer- 
cised with the ‘scrupulous regard for the 
rightful independence of state govern- 
ments which should at all times actuate 
the federal courts,’ is convinced that the 
asserted federal right cannot be preserved 
except by granting the ‘extraordinary re- 
lief of an injunction in the federal courts’ 
. . . Whatever rights appellee may have 
are to be pursued through the state 
courts.” 

Justice Frankfurter, joined by Justice 
Jackson, concurred in the result, but he 
was sharply critical of the majority’s pro- 
nouncement that federal court relief 


“BECAUSE the decisions of state commissions are presumed to 
be valid on appeal and in many jurisdictions must be sustained 
if they are supported by substantial evidence, rather than by a 
fair preponderance of the evidence, there must be nothing 
casual about the preparation of cases which look to the aban- 
donment of service. Every tree must be climbed, no stone may 
be left unturned. The losses suffered must be weighed against 
what always will be some measure of inconvenience to the area 


involved.” 
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should not be granted in such cases. He 
said that “if this decision means anything 
beyond disposing of this particular litiga- 
tion it means that hereafter no federal 
court should entertain a suit against any 
action of a state agency” and that the ma- 
jority opinion “is in flagrant contradic- 
tion with the unbroken course of decisions 
in this court for seventy-five years.” 


I it had been able to anticipate the ma- 
jority opinion, Congress would hardly 
have felt required to adopt the Johnson 
Act,?* which forbids the enjoining by fed- 
eral district courts of state commission 
orders affecting public utility rates. In any 
event, all controversies between public 
utilities and state regulatory agencies have 
now been fizmly channeled into the state 
courts. That is where they probably be- 
long. 

But the guiding legislative hand has 
been the Supreme Court’s, not that of 
Congress. 

Because the decisions of state commis- 
sions are presumed to be valid on appeal 
and in many jurisdictions must be sus- 
tained if they are supported by substantial 
evidence, rather than by a fair preponder- 
ance of the evidence, there must be noth- 
ing casual about the preparation of cases 
which look to the abandonment of service. 
Every tree must be climbed; no stone may 
be left unturned. The losses suffered must 
be weighed against what always will be 
some measure of inconvenience to the area 
involved. And no single item which can be 
looked upon as material and relevant 
should be withheld from the balancing. 
Some determinations will be arbitrary, 
capricious, and vote-counting, but there 
will not be many of them. 


HE Interstate Commerce Commission 

may authorize the abandonment of a 
wholly intrastate branch line, even in the 
teeth of strenuous opposition from the 
state concerned. Justice Brandeis closed 
the subject when he spoke for a unanimous 
court in State of Colorado v. United 
States (1926),?* which involved a Colo- 
rado corporation engaged in the operation 
of an interstate and intrastate railroad sys- 
tem. Abandonment was granted “on the 
ground that the local conditions are such 
that public convenience and necessity do 
not require continued operation, that for 
years operation of the branch had resulted 
in large deficits, that future operation like- 
wise would result in large deficits, that the 
operating results of the branch are re- 
flected in the company’s accounts, that it 
would have to make good the deficits in- 
curred in operating the branch, and that 
thus continued operation would consti- 
tute an undue burden upon interstate 
commerce.” 


——- used by Justice Brandeis 

seems just as applicable to the current 
plight of many carriers as it was to the 
difficulties of Colorado & Southern thirty- 
two years ago: 


... The commission by its order re- 
moves an obstruction which would 
otherwise prevent the railroad from 
performing its federal duty. Prejudice 
to interstate commerce may be effected 
in many ways. One way is by excessive 
expenditures from the common fund in 
the local interest, thereby lessening the 
ability of the carrier properly to serve 
interstate commerce. . . . Control is ex- 
erted over intrastate commerce only be- 
cause such control is a necessary in- 
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Stopping the Parts from Bleeding 


Pyne the fact that a public utility is earning a fair return on its 

overall operations does not prevent a regulatory tribunal from 
authorizing the abandonment of branch line service if, on the whole record, 
the unreasonableness of continuance has been demonstrated. Some meas- 
ure of public inconvenience cannot justify the imposition of unreasonable 
costs which adversely affect the rate-paying public as well as the carrier 
itself. The general rule clearly is that a branch line may not be looked upon 
as an independent enterprise and that, therefore, overall revenues must be 

considered when abandonment of service is proposed.” 








cident of freeing interstate commerce 
from the unreasonable burdens, ob- 
struction, or unjust discrimination 
which is found to result from operating 
a branch at a large loss. . . . This rail- 
road, like most others, was chartered 
to engage in both intrastate and inter- 
state commerce. The same instrumen- 
tality serves both. The two services are 
inextricably intertwined. The extent 
and manner in which one is performed, 
necessarily affects the performance of 
the other. Efficient performance of 
either is dependent upon the efficient 
performance of the transportation sys- 
tem as a whole.... 


MAY 8, 1958 


The Interstate Commerce Act itself 
provides, however (49 USCA § 1 (17)), 
that it shall not impair the right of a state 
“to require just and reasonable freight 
and passenger service for intrastate busi- 
ness.” And it has been held that the Inter- 
state Commerce Commission has no juris- 
diction over “curtailments of service and 
partial discontinuances.’”** Indeed, the 
regulation of intrastate railroad service is 
“primarily the concern of the state.’””*® 


QO’ course the Interstate Commerce 
Commission can authorize the com- 
plete abandonment of a branch line pur- 
suant to its express statutory powers (49 
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USCA § 1 (18-20) ; Colorado vw. United 
States ).° But the jurisdiction of that com- 
mission does not extend to discontinuance 
of passenger service on which the public 
has turned its back. In 1916, 97.98 per cent 
of all intercity passenger travel was by 
railroad. Forty years later, that figure had 
been reduced to 4.08 per cent. The problem 
does seem national, rather than local, in 
character and yet it is the several state 
commissions which provide the battle- 
ground as railroads struggle to curtail 
losses imposed by service the public 
neither wants nor needs. 

At the very least, a change in the bur- 
den of proof now imposed upon carriers 
seeking relief from burdensome passenger 
obligations would seem to be indicated. If 
a railroad is able to demonstrate that any 
service results in an actual out-of-pocket 


& 


loss, the absence of public convenience and 
necessity should be presumed. Whatever 
chamber of commerce may be protesting 
against discontinuance should be required 
to prove that a genuine public need exists 
and that it cannot be met by prevailing or 
immediately contemplated substitute serv- 
ice. 


ee convenience is the criterion. But 

the convenience ultimately to be served 
is that of the entire economic area to which 
a carrier is committed. Some dislocation 
will result as comparatively inconsequen- 
tial services are eliminated, but the main- 
tenance of a sound and efficient national 
transportation system may well be the 
major obligation which state and federal 
regulatory agencies must face together in 
the immediate future. 
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Hiring Middle Age for What 
It Can Produce 


Anybody who has to hunt a new job after forty is up against a 

widespread hiring superstition. On age alone, he is supposed to be 

all washed-up, a liability and a danger to the work force. Uncle 

Sam has put yardsticks on this notion, and reports that many 

oldsters are good producers—and for utility organizations, have 
special experience and abilities. 


By JAMES H. COLLINS* 


oMEs the push-button phase of the 

industrial revolution—electronics, 

cybernetics, instrumentation, and 
all—and the jobholder of today will have 
nothing he can sell, brain or brawn, for 
salary or wages. That brave new world 
will have no hiring gates. 

This is the pessimistic forecast of some 
specialists, firmly entrenched behind their 
statistics. 

There is an optimistic forecast also, to 
the effect that, comes the revolution, there 
will simply not be enough human beings 
to man the massive production systems. 
All wives will work, oldsters as long as 


*Professional writer, resident in Washington, D. 
C. For additional personal note, see “Pages with 
the Editors.” 
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they can ring a time clock, even the school 
kids, week ends as well as vacations—and 
still there will not be enough people. The 
specialists who take this view are also well 
documented. 

As usual, you pay your money and you 
take your choice. 


HERE is a third view — seemingly 

without prophets or statistics—that it 
is often the unexpected that happens. It 
may well turn out that way. 

Rather quietly, feeling their way, some 
employment specialists are beginning to 
explore this future, putting yardsticks on 
it, on behalf of jobholders of today, for 
something they can sell now, and prepar- 
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HIRING MIDDLE AGE FOR WHAT IT CAN PRODUCE 


ing for that future day when every hand 
may be needed. Some studies of the work 
performance of older employees have been 
made by the U. S. Department of Labor, 
for the purpose of dispelling certain 
prejudices against them. While the in- 
vestigations so far have dealt only with 
factory workers, the results seem to have 
implications for utility companies, and 
different kinds of work. 


eo workers encounter wide- 
spread prejudice against them in 
seeking jobs, and even in holding jobs. 
These difficulties are reported to the Labor 
Department from all parts of the country, 
and all industries, and have been the sub- 
ject of numerous investigations by outside 
organizations. The department’s investiga- 
tions have been undertaken with a view to 
overcoming employer prejudices, and in- 
creasing opportunities for older workers. 

Age forty-five begins to be a handicap 
for the worker seeking a new job, and at 
sixty-five everybody is considered unem- 
ployable. Even beyond the latter age many 
workers have valuable skills and experi- 
ence, and can be self-supporting for 
several years more, and profitable on a 
payroll. 

Moreover, these older workers will be 
needed before our push-button economy 
fully develops—could be a national asset 
now. For our work force is steadily grow- 
ing older. Department statistics show that 
in less than ten years there will be an in- 
crease of 23 per cent in people over sixty- 
five; that the 45-to-64-year group will be 
only 17 per cent larger. The vigorous 25- 
to-44-year group will have actually de- 
creased, by 1 per cent, and there will be 
only 41 per cent of youngsters in the 14- 
to-24-year category, not fully employ- 


able until it leaves school or college. 
The oldsters are going to be needed, by 
this view, and must be hired and kept in 
jobs if national production is to be in- 
creased, or even kept at present levels. 


[’ is estimated that if all the older peo- 

ple who are able and want to work were 
fitted into jobs in keeping with their abili- 
ties, our national production would rise 
by $5 billion yearly. The satisfaction of 
these oldsters in self-support and self-re- 
spect could not be expressed in statistics, 
but would be definite—and now. 

Four stereotyped hiring barriers are 
raised against oldsters: 

First, most common and widespread is 
the belief that they cannot produce like 
younger people, either in quality or quan- 
tity. There is an arbitrary age, whether it 
be forty or fifty or sixty, when the birth 
certificate is what decides the job. 

Second, oldsters are regarded as greater 
accident hazards, by reason of their age, 
increasing compensation, and insurance 
costs. 

Third, oldsters are believed to be prone 
to absences, and therefore a drag on pro- 
duction. 

Fourth, oldsters are supposed to have 
a high turnover. 


A® these beliefs well-founded? The 
Labor Department undertook to find 
out by making actual measurements of the 
four factors, in different age groups, com- 
paring one with another, getting a score, 
if possible, to dispel employment preju- 
dices, and increase jobs for the oldsters. 
This proved to be a difficult field in 
which to make measurements. Hardly any- 
thing had been done in it, and the first sur- 
vey was limited to finding out how to go 
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about the job.". The materials available 
were employment records of sizable work 
forces. Not all employing concerns kept 
them. Details of age, types of work, in- 
dividual production records, and like in- 
formation were not easy to find. The 
records of one concern, if suitable, were 
often not comparable with others. 

Factory work offered the most promis- 
ing data for a start, and satisfactory 
records were located in shoe and clothing 
factories. Comparable data were obtained 
from eight concerns in different parts of 
the country, covering the production 
records of 2,217 workers, attendance 


records for 4,009, accident reports for 2,- 
637, and quits and discharges for 2,734. 
This was a preliminary scouting of an 
untrodden statistical area—and a statis- 
ticians’ clambake! 
The report ran to more than 75 closely 
typed pages of tables, formulas, rules, 


forms, mathematics, checks, and counter- 
checks, formidable to scan, but justified 
when the ultimate purpose of such an in- 
vestigation is remembered. 
For the employer with blind age limi- 
tations in hiring, the investigators wanted 
1 Job Performance and Age, a Study in Measure- 


ment, Bulletin No. 1203, Bureau of Labor Statistics, 
U. S. Department of Labor, September, 1956. 
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a simple answer to overcome prejudice if 
not justified. Such an answer had to be 
based entirely on what oldsters produced, 
if the facts warranted it, to show that their 
work was profitable to the employer. 

Age groups of five years were contem- 
plated, and in future investigations, with 
larger numbers of workers and improved 
statistical techniques, will probably be 
used. But in this pioneering survey the 
numbers of workers in five-year groups 
were found to be too small, and 10-year 
groups were compared—aunder twenty-five 
years, twenty-five to thirty-four, thirty- 
five to forty-four, forty-five to fifty-four, 
fifty-five to sixty-four, sixty-five years and 
over. 


~~ the data came from experienced 
workers, men and women, measured 
by piecework wages and similar yard- 
sticks, there were different kinds of work, 
and this reduced the numbers of indi- 
viduals in many cases, making the samples 
too small for comparisons. Therefore, dif- 
ferent types of work had to be reduced to 
standards to obtain comparable data. With 
larger numbers of workers in future in- 
vestigations, this would be unnecessary. 
This path-breaking investigation was 


““MIDDLE-AGED workers encounter widespread prejudice against 
them in seeking jobs, and even in holding jobs. These diffi- 
culties are reported to the Labor Department from all parts of 


the country, and all industries, and have been the subject of 
numerous investigations by outside organizations. The de- 
partment’s investigations have been undertaken with a view 
to overcoming employer prejudices, and increasing opportuni- 
ties for older workers. Age forty-five begins to be a handicap 
for the worker seeking a new job, and at sixty-five everybody 


is considered unemployable.” 
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followed by another*® in which the tech- 
nique was used on a larger number of 
workers, and better records, more than 
5,100 women as well as men in 26 estab- 
lishments making men’s footwear and 
wooden household furniture. This was 
still a moderate - size sample, compared 
with what should be available as such in- 
vestigations improve. But it did furnish a 
simple answer to the simple question, “Is 
advancing age a good reason for not hir- 
ing, or keeping on in jobs?” 

The answer is “No.” Years are not a 
factor in measured production. The farm- 
er who plants his crop during a certain 
phase of the moon is following a super- 
stition long exploded. The employer who 
sets a given age as a boundary is also fol- 
lowing a superstition, and these investiga- 
tions have exploded it in a certain work 
area, factory employment where produc- 
tion can be measured. 

This study showed, on the basis of out- 
put per comparable man-hours, that pro- 
duction by age groups increases from 
under twenty-five to twenty-five to thirty- 
four. From there, a gradual decline is 
found, which sharpens at fifty-five, and 
becomes very sharp after sixty-five. But 
the differences between groups through 
the 55-to-64 period is generally small, 
within eight points of the base 35-to-44 
group averages, and the differences be- 
tween average man-hour output of ad- 
jacent groups are particularly small. 


Ws employers are hiring, even in 

this production line kind of work, 
is individuals whose employability cannot 
be measured by birth certificates. 





2 Comparative Job Performance by Age: Large 
Plants in the Men’s Footwear and Household Furni- 
ture Industries, Bulletin No. 1223, November, 1957. 
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This is clearly shown by the wide range 
of individual production in each group, 
even among the younger workers who, 
judged by their years, are considered most 
desirable. Substantial numbers of indi- 
viduals in the older groups score better 
records than the averages for younger 
groups, and are paid for their output in 
piece rates. The differences between indi- 
viduals in particular groups are greater 
than the averages between groups. 

The production of women workers was 
covered in this study, and, as an illustra- 
tion, it was found that 47 per cent of the 
women in both shoe and furniture fac- 
tories had higher outputs than the average 
of women workers in the younger 35-to- 
44 group. There are small differences be- 
tween the averages of all groups, and a 
wide difference between the productivity 
of individuals in all groups. 

These results were obtained largely 
from pieceworkers, in skilled and semi- 
skilled jobs. Their pay records gave the 
most satisfactory data for measurement, 
and were the best obtainable from con- 
cerns that had not kept standard records 
for such an investigation. It was neces- 
sary to use such data as were to be found. 
Hourly work was more difficult for sta- 
tistical study. 


[ must be repeated that the survey was 

made to settle a simple question: “Is 
middle age a reason for refusing to hire, 
or for dropping workers, from the em- 
ployer’s standpoint ?” The employer is hir- 
ing individuals, and some of the oldsters 
are excellent producers. The oldster often 
has skill that increases his output, and fat- 
tens his pay check. He may have high pro- 
ductivity in quality, a low output of re- 
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No Time Limit on Salesmanship 


eer and services have to be sold. People temperamentally fitted 

to deal with people are being screened, hired, and trained in increas- 
ing numbers. American business has a new sensitivity to public opinion, 
and in the utility industries especially needs favorable opinion. Even em- 
ployees in technical utility jobs are being alerted to the importance of the 
way people think of their company. Oldsters have some of the abilities and 
experience needed in these new jobs. Undoubtedly, they will eventually 

be hired and put into suitable jobs on their qualifications.” 








jects. These are values that the employer 
needs, and could be discovered by hiring 
tests, or by trial employment to reveal in- 
dividual abilities. 


A= has little bearing on absenteeism and 
labor turnover, and therefore cannot 
be regarded as a factor in training costs. 


Piecework undoubtedly keeps the oldster . 


on his job. Experience in job hunting has 
made him appreciative of a job, and he 
nurses it. 

Younger workers with more confi- 
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dence in their ability to always land a 
job will be inclined to take time off, or 
shift to a better-looking billet. 

The accident figures obtained in this 
survey gave no basis for conclusions about 
age increasing safety hazards. The sample 
was not large, and the work not as hazard- 
ous as that in other industries. From larger 
samples, and in other kinds of work, the 
results might be different. But middle age 
and safety are obviously as complicated 
factors in hiring as productivity, and of 
a different nature. 
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W HEN this viewpoint is focused on 
utility hiring, it opens up some in- 
teresting vistas. Utility companies buy 
values that oldsters often have to sell. Bet- 
ter understanding of oldsters might help 
man utilities in times of tight labor, and 
put a little more stability in our economy 
by helping oldsters develop those values, 
and be self-supporting, and self-respect- 
ing. 

The oldsters surveyed by the Labor De- 
partment have a limited array of values 
to sell. They are factory hands, on piece- 
work, following tasks which are remnants 
of old skilled trades. Once, there were 
shoemakers who turned out custom boots 
to measurements, but such trades have 
been nibbled away by automatic machin- 
ery, and new methods, and divided up into 
tasks. The shoemaker now sews a welt. 

These are the kinds of factory work 
that begin to show decreases in the num- 
ber of employees. Fewer hands are needed, 
and the overtime of war years is being 
eliminated. Such shrinkage makes it hard- 
er for the oldsters who may never have 
worked at any other jobs, and are not 
likely to be taught new tasks. But they do 
have some remaining years that they want 
to sell, and the government survey proves 
that those years are worth buying. 

Very different are the utilities and the 
new industries that have sprung up from 
war, like aircraft and electronics. At the 
height of war it was necessary for these 
new industries to recruit far and near, hir- 
ing women, oldsters, the handicapped, the 
youngsters, teaching them to perform 
tasks that fitted into the whole complex 
production. Workers with trades were no 
better than inexperienced hands from the 
farms—the latter had nothing to unlearn. 
The tasks were taught, and as the tech- 
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nology changed—which it did, dizzily— 
new tasks were developed and taught. 

This principle is being widely adapted 
to American production. 


Swe utilities date back a generation or 
two before the war period, but from 
the beginning have had few jobs for skilled 
tradesmen. Gas, telephone, and power 
companies hired a few carpenters and 
bricklayers, perhaps, but no tailors, shoe- 
makers, or upholsterers. Their products 
were services, were new, called for job 
teaching, and the utilities grew along that 
line. Their unforeseen postwar growth 
has created demands for some of the 
values some oldsters may have to sell; 
namely, the temperamental and social 
traits that are needed in selling and get- 
ting along with people. 

Factory workers of the kinds investi- 
gated in the government survey seldom 
have any part in selling the things they 
produce. They do not come in contact with 
customers, or the general public, and have 
little conception of why people buy or do 
not buy. Contacts with fellow employees 
are shallow, except for those in super- 
visory positions. Thus, passing into middle 
age, they have a limited stock of goods to 
display to the employment manager, and 
are especially handicapped for landing 
new jobs in the “service” industries. 

While factory employment seems to be 
shrinking for the same reason as farm 
employment, because fewer hands are 
needed to turn out more product, there 
is a definite increase in the service jobs. 

This is a very wide and rather loose 
grouping of employed people. A service 
job may be one in an office, a retail store, 
a jobber’s warehouse, on the city payroll, 
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in transportation or communication. Utili- 
ties have mostly service jobs because they 
do not produce merchandise, but power, 
fuel, communications, bus rides. 

A handy definition of a service worker 
would be one who comes in contact with 
people, like the commercial department 
fellow who sells installations, the trouble 
shooter who fixes things and leaves a good 
impression of the company, the lecturer 
who is sent by the company to talk to a 
parent-teacher group, the cooking teacher 
who demonstrates appliances, etc. 

They say that men are now good cus- 
tomers for permanent waves—giving a 
television commentator a ducktail wave is 
a service job. 


‘hese Sam is looking into this matter 
of what an oldster may have to sell, 
paying attention to “service” abilities, and 
from the standpoint of employers, as pur- 
chasers of abilities, what they may be able 
to buy if more of the oldsters’ goods are 
put in the show window. 

The U. S. Employment Service has the 
problem of finding new jobs for people out 
of work, and also supplying the workers 
needed by employers. Twenty years ago 
it started out with simple lists of clerks, 
carpenters, and other occupations, and 


q 
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very often the employer who asked for a 
carpenter might have to be told that there 
were none listed then. Presently it was dis- 
covered that another woodworker could 
fill the job, and the department began 
“profiling” its unemployed, putting its job 
hunters on display, by giving them apti- 
tude and other tests, such as are used in 
big company hiring, not always economical 
for smaller concerns. This takes time and 
work, of course, and so far has been ap- 
plied to some 4,000 of the commonest jobs. 
Eventually it will cover all of the 23,500 
occupations described in the government’s 
“Dictionary of Occupational Titles.” A 
handbook recently issued has been found 
of great interest to employment man- 


agers.® 
A PROFILED job applicant comes with in- 
formation about his education, apti- 
tudes, temperament, interests, physical 
capacities or limitations, and ability to 
work under special conditions. His profile 
has often made it possible to put him in a 
job grouping, along with others who, 
superficially, may seem to have little in 
common. 
Example: An employer applies for ma- 


8 Estimates of Worker Trait Requirements. 
Superintendent of Documents, Washington 25, D. C. 
Price, $2.25. 


“Joss for oldsters are part of a curve in our economy that has 
still to be projected—our curve of aging people. Up to the de- 
pression we still took it for granted that our country was a land 


of youth and opportunity, its birth rate balanced, adequate for 
growth and our superior way of life. When births fell off in 
the lean years, young people not being able to marry and estab- 
lish homes, actuaries began to call attention to the heavy ratio 
of oldsters in the population. That was something new in 
America, but they did not seem worried about it. They ration- 


alized it.” 
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chinists. There are none on the unem- 
ployed lists at the moment. But hands as 
unlikely looking as a woodworking ma- 
chine operator, boiler shop mechanic, or 
diesel engine erector may have the experi- 
ence and abilities to fill the job, perhaps 
with some training. Qualifications for 
such work are the number of years of ex- 
perience in it, training, moderately good 
school education, adaptable temperament 
to adjust to variety and change in work, 
an interest in machines rather than in peo- 
ple or social situations, skill in working to 
close tolerances, physical strength and 
agility necessary for the job, disregard of 
noise, vibration, odors, and dirt insepa- 
rable from the job, and shop confusion 
generally. 

The profiles for “service” jobs cover 
qualifications that have loomed up large 
in recent employment tests. Temperamen- 
tal traits, education, social life, cultural in- 
terests, working experience, ability to get 
along with people in selling and supervis- 
ing—these are the same qualifications ex- 
plored in many hiring departments. 

The profiles call for a little experience 
in reading them, like blueprints. They are 
like silhouettes, rather than portraits, 
from which the employment manager can 
select people to try out. 


elem there is criticism of such 
a method, on the ground that it sub- 
jects job applicants to psychoanalysis, that 
it reduces the six million people fitted into 
jobs every year by Uncle Sam’s employ- 
ment service to square, round, and screwy 
pegs, to fit into like-shaped holes—and so 
on. 
Government specialists point out that 
psychoanalysis would be too expensive 
for such a big rating project, and state that 


profiling has been most useful with young- 
sters beginning work, to find out where 
they can make a promising start, and for 
job hunters who have come to the middle- 
age crossroads, and need guidance in 
which road to take. If they need training 
for a new kind of work, their profiles can 
be very helpful to themselves and prospec- 
tive employers. No time is spent in trying 
to change workers who can be placed in 
jobs such as they have been holding. A 
typist who likes her work, and can fill a 
waiting billet in transcribing, is not pro- 
filed. But a bank’s registered mail clerk, 
a government fingerprint clerk, and a 
warehouse shipment marker, with a little 
profiling, might each fit into the need of 
an insurance company for a clerk register- 
ing policies. 


Se for oldsters are part of a curve in 
our economy that has still to be pro- 
jected—our curve of aging people. 

Up to the depression we still took it for 
granted that our country was a land of 
youth and opportunity, its birth rate bal- 
anced, adequate for growth and our su- 
perior way of life. 

When births fell off in the lean years, 
young people not being able to marry and 
establish homes, actuaries began to call 
attention to the heavy ratio of oldsters in 
the population, That was something new 
in America, but they did not seem wor- 
ried about it. They rationalized it. Ad- 
vances in medicine and hygiene had 
lengthened life expectancy. Machinery 
was taking over drudgery. Americans had 
more conveniences, more leisure. Present- 
ly we had a new picture of our country as 
a land of gracious middle age, declin- 
ing years spent in Florida, California— 
“grow old with me, the best is yet to be.” 
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Age and Absenteeism 


CC + middle age a reason for refusing to hire, or for dropping work- 

ers, from the employer's standpoint?’ The employer is hiring in- 
dividuals, and some of the oldsters are excellent producers. The oldster 
often has skill that increases his output, and fattens his pay check. He may 
have high productivity in quality, a low output of rejects. These are values 
that the employer needs, and could be discovered by hiring tests, or by trial 
employment to reveal individual abilities. Age has little bearing on ab- 
senteeism and labor turnover, and therefore cannot be regarded as a factor 

in training costs.” 





The projection still to be made is : Who 
is to pay for this Utopia? 

Social Security began about that time, 
and the easy solution put forward is still 
considered satisfactory—let the young 
people pay through Social Security de- 
ductions, and when they grow old... 

For upper-income bracket citizens the 
life insurance people have developed re- 
tirement policies, and sell them with pros- 
pects of an old age of foreign travel, golf, 
fishing. To the actual oldster this looks 
like an old age for young people; of 
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course, it is made by young people, to be 
sold to young people! 


\ N J] HETHER young people can carry the 
load, with increasing deductions 


from pay checks, at that time in their lives 
when they are getting married, buying 
homes, educating children, while them- 
selves observing what often happens to 
middle age when it has to hunt a new job, 
or to hold their own against the better- 
trained youngsters coming up, is a ques- 
tion that we have not yet settled. 
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- we are just waking up to a compet- 
itive economy very different in its 
philosophy—that of Russia and the com- 
munistic view of human beings, that 
they belong to the state and are to be 
used up, because there are always plenty 
more people. 

Last year, along with the launching of 
the Russian satellites, with superb show- 
manship, disturbing reports on Russian 
production and technical education were 
brought back by American manufacturers, 
engineers, and scientists who visited the 
Soviets, and were given opportunities to 
compare methods with our own. The sat- 
ellites jarred our notions of Ivan as a 
technological bohunk, a definite military 
worry, but the American industrialists’ 
reports did not receive wide attention. 
They probably contained a bigger worry. 
For they reported great advances in Rus- 
sian industry, and its development at 
rates that threaten to pass our own pro- 
duction in some lines. They revealed a 
coming economic war. 

The American visitors reported on Rus- 
sian technical education in which students 
—women as well as men—are entered in 
relentless competition for admission to 
college; it is not a matter of matricula- 
tion, but of battle, and those with the 
lower marks go into the army or the fac- 
tories. If graduated, they win jobs on 
marks, and hold them on production rec- 
ords, and presumably are replaced by 
younger, keener graduates coming up. It 
is hot war, all the way, and more than one 
American voiced his horror at the sug- 
gestion of his own boys being thrown into 
such a battle. Yet, this is what we shall be 


meeting, and not too far in the future. 
We are just beginning to realize it. 


HE first pioneering surveys to meas- 

ure older workers for jobs at which 
they can support themselves, and to dis- 
pel prejudice against age in hiring, may 
be part of a general overhaul of employ- 
ment—including utility employment. 

Automatic machinery is displacing 
production workers, and so is another de- 
velopment not so much heard of—the 
continuous process. For generations, many 
products have been made by “batch” proc- 
esses—chemicals, foods, rubber, petrole- 
um, beverages. Now they are being manu- 
factured by methods akin to the mechani- 
cal assembly line, with instruments taking 
the place of human checker-uppers at each 
step. 

But these revolutions in production are 
also opening up new jobs. Products and 
services have to be sold. People tempera- 
mentally fitted to deal with people are be- 
ing screened, hired, and trained in increas- 
ing numbers. American business has a 
new sensitivity to public opinion, and in 
the utility industries especially needs fa- 
vorable opinion. Even employees in tech- 
nical utility jobs are being alerted to the 
importance of the way people think of 
their company. 

Oldsters have some of the abilities and 
experience needed in these new jobs. Un- 
doubtedly, they will eventually be hired 
and put into suitable jobs on their quali- 
fications. In such jobs they will produce 
and be self-respecting, in a better-balanced 
economy—and lift some of the burden off 
the shoulders of young people. 
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Power Productivity 


M* I register an objection in connection 
with the article in your April 10, 1958, 
issue, entitled “The Productivity of Elec- 
tricity,” by Robert W. Rosen. 

My dissent with what is said in this article 
relates to statements to the effect that the pro- 
ductivity of electricity has been decreasing 
over the years. I rather suspect that just 
the opposite is true, and that the productivity 
of electricity has actually been increasing 
over the years. 

The article purports to measure the pro- 
ductivity of electricity by dividing total out- 
put (machine output plus labor output) by 
electricity consumed. I submit that such a 
ratio is a hybrid that does not in any sense 
measure the productivity of electricity. A 
proper ratio would restrict the numerator of 
the fraction to that portion of the output of 
electric-powered machines attributable to 
electricity and not attributable to labor man- 
hours. 

To hold that the productivity of electricity 
has decreased over the years is to hold that 
the efficiency of electrical machines and de- 
vices has decreased over the years; 3. ¢., that 
a kilowatt-hour will not produce as much 
(leaving labor man-hours out of account) in 
an electrical machine or device now as it did 
some years ago. I doubt that any such thing 
has happened. 

One of the significant conclusions of the 
article is that there have been continuous 
shifts in work loads from labor to electric 
power. If this be true, and I think it is, then 
in all probability electricity is more produc- 
tive now than it formerly was. 


—GEORGE W. PEak, 
Director of organization planning, 
Public Service Company of 
Indiana, Inc. 


Old-fashioned Winters 


WAS interested in your recent discussion of 
cold weather forecasting and its impact 
on gas sales. The winter of 1957-58 will long 
be remembered as a particularly severe one in 
many areas. Even in our usually equitable 
South Carolina service area, for example, last 
January and February were the coldest in a 
decade. It was 37 per cent colder than the 
rather mild 1956-57 winter and 23 per cent 
colder than the decade average. According to 
an interesting analysis by Wayne Thompson, 
manager of the Aiken gas department of The 
South Carolina Electric & Gas Company 
(writing in the company’s employee publica- 
tion Live Wires), that company experienced 
2,410 degree days as compared with 1,409 
last year (1956-57) and 1,844 for the ten- 
year average. 

As cold as it was at the beginning of this 
year, however, it has got to go a long way 
before challenging the record setters. South 
Carolina normally has had 64 per cent of its 
winter by January 31st. If 1958’s degree 
days were projected through the remainder 
of the year, the result would total 3,170. 
The four coldest winters recorded many 
more degree days. They were: 

1901-02 3,660 degree days 
1939-40 3,650 degree days 
1903-04 3,575 degree days 
1885-86 3,570 degree days 

To those who claim that the old-time win- 
ters were worse, maybe they are correct. An- 
other item that backs up this belief is that the 
average since 1879 is 2,680. 

According to U. S. Weather Bureau fig- 
ures for the Aiken area, it was the tenth cold- 
est on record, the third coldest in forty years, 
the coldest February in fifty-four years, 
and the longest period below 30 degrees in 
history. 

—MELvIN SMITH, 
Charleston, South Carolina. 
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Washington and 


the Utilities 


Antirecession Measure 

eee priming and income tax reduc- 

tions are not favored by the majority 
of voters, according to grass-roots senti- 
ment uncovered by Congressmen during 
their Easter recess with the folks back 
home. Such was the gist of a United 
Press summary of the lawmakers’ reaction 
to their sampling of their constituents’ 
views during their recent recess. Most 
people fear expanded public works spend- 
ing as an inflation booster, adding to the 
public debt. A balanced budget in prefer- 
ence to a tax cut was also favored by 
many. Selective tax cuts, such as those 
on communications, transportation, and 
amusement excises, plus unemployment 
compensation adjustments, seem meas- 
ures, however, which may meet congres- 
sional approval. 

Hasty authorization of vast public 
works programs under the guise of anti- 
recession remedies received its first check 
last month with President Eisenhower’s 
veto of the $1.5 billion omnibus rivers and 
harbors, flood-control bill. The President 
complained that the measure contained 
too many projects which had not been 
approved in advance by the Army Engi- 




















neers or the Budget Bureau and which 
did not meet the standards Congress itself 
had recommended in water resources de- 
velopment. A similar bill was vetoed in 
1956 for the same reason. 

In his veto message, the President 
pointedly noted that the bill merely au- 
thorized the projects for which funds 
would still have to be appropriated, and 
that many of the projects could not be 
started in time to have any immediate 
effect on employment. He also noted that 
there is presently a backlog of some $5 
billion worth of projects for which the 
money already has been appropriated. 


HILE it is not believed that the Dem- 
ocratic leadership in Congress can 
rally enough opposition to override the 
President’s veto, there is still a good 
chance that a modified or compromise 
program may be worked out which will 
be more acceptable to the administration. 
The Senate last month passed and sent 
to the House an antirecession measure 
(S 3497) authorizing $1 billion in fed- 
eral loans to cities and states for the con- 
struction of community facilities. The re- 
port of the Senate Banking and Currency 
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Committee states that the bill involves no 
change in past policy which provides that 
the money will not be used to construct 
public utilities in competition with exist- 
ing privately owned utilities. The money 
would be used primarily to construct hos- 
pitals, bridges, parks, and streets. 


¥ 


REA Getting Citified? 


i dealing with REA trends Secretary 
of Agriculture Benson is confronted 
with problems summed up in the old 
World War I doughboy song: ““How Ya 
Gonna Keep "Em Down on the Farm?” 
Benson has complained to Congress that 
nonfarm persons and industries make up 
75 per cent of the new customers of REA 
electric co-ops. 

Benson made the statement in opposing 
a House Appropriations Committee rec- 
ommendation of $300 million in new lend- 
ing authority for electric co-ops in the 
next fiscal year. The administration had 
requested $150 million, plus new legisla- 
tion which would enable the co-ops to 
raise another $150 million from private 
sources. The House, however, approved 
the committee recommendation, which 
now goes to the Senate for action. 


REA may be beginning to lose a little 
of its heretofore privileged status in Con- 
gress. Although no change in the REA 
setup is anticipated this year, an increas- 
ing awareness of the expansion of electric 
co-ops into nonrural areas with the help 
of loans at cheap interest rates has been 
indicated in the debates in Congress at 
this session. Senator Martin (Republican, 
Iowa), whose state has 57 co-ops, re- 
ported last month that 70 per cent of Iowa 
residents replying to his annual question- 
naire on current issues favor an increase 
in REA interest rates. 

The Small Business Administration, in 


MAY 8, 1958 


its ninth semiannual report to Congress, 
rated competition from tax-exempt co-ops 
as one of the seven major problems of 
small business enterprises. SBA borrow- 
ers pay 6 per cent interest on loans, com- 
pared to the 2 per cent interest rate on 
REA loans. But even with the higher 
interest rate paid by its small business 
borrowers, SBA reported a $1.9 million 
loss on its own operations for the last half 
of 1957. 


> 


Small Producer Exemption Bill 


HE natural gas-producing industry 

has so far shown little enthusiasm for 
the “little producer” bill, introduced by 
Senator Long (Democrat, Louisiana), to 
exempt some 5,000 small producers from 
jurisdiction of the FPC. Long has urged 
passage of the legislation as the best that 
can be obtained by the industry at this 
session of Congress under prevailing cir- 
cumstances. He believes that its passage 
would be the opening wedge leading even- 
tually to exemption of the entire industry. 
However, the feeling among gas produc- 
ers appears to be that Long’s bill, if 
passed, would have just the opposite effect 
and would probably doom the larger pro- 
ducers to perpetual FPC regulation. 

Hearings will not be held on the Long 
Bill until federal agencies have had a 
chance to report their views to the Senate 
Interstate Commerce Committee. Com- 
mittee Chairman Magnuson (Democrat, 
Washington) has requested an expression 
of opinion on the merits of the bill from 
the FPC, and the Departments of De- 
fense, Justice, and Interior. 

The Long Bill would exempt from 
regulation all producers selling less than 
two billion cubic feet of gas annually in 
interstate commerce. Long has been urged 
to raise the exemption to five billion feet, 








but is said to feel that the chances for 
passage of his bill are better if the limit 
is held at the lower figure. The Long Bill 
is cosponsored by Senator Kefauver 
(Democrat, Tennessee), a fact which is 
thought not to improve its chances at this 
session of Congress. 

Selected common stocks of natural gas 
companies rose on the average of 2.3 per 
cent during March over February prices 
and registered a 14.3 per cent gain over 
the low price that followed the U. S. cir- 
cuit court of appeals “Memphis decision” 
of last December. According to an infor- 
mation release of the American Gas Asso- 
ciation, dated April 10, 1958, based on 
Moody’s index of ten transmission, ten 
distribution, and ten integrated compa- 
nies, an average of distribution company 
stocks hit a new all-time peak of $30.32 a 
share. The transmission company stock 
average of $48.24 a share is 1 per cent 
higher than the February closing price of 
$47.74. Current yield on this group of 
stocks was given as 5 per cent in the AGA 


release 
P 


Other Bills in Congress 


baggy to “prevent future scandals 
in the FCC,” a bill has been pro- 
posed in Congress by Representative 
Reuss (Democrat, Wisconsin) which 
would permit the FCC to sell radio and 
television licenses to the highest bidder in 
contests between equally qualified appli- 
cants. The Reuss Bill would also set up 
a code of ethics for the commission, re- 
quire the FCC to give first priority to an 
applicant that was “predominantly. locally 
owned” and had no interest in other mass 
communications media, increase commis- 
sioners’ salaries by $2,000 per annum, and 
de-emphasize political appointments by 
eliminating party affiliation as a criterion 
for selection. 


WASHINGTON AND THE UTILITIES 


Senator Anderson (Democrat, New 
Mexico) and Representative Holifield 
(Democrat, California) have introduced 
resolutions (S Con Res 78, H Con Res 
307) disapproving an AEC proposal for 
government participation in a homogene- 
ous reactor project with Pennsylvania 
Power & Light Company and Westing- 
house Electric Corporation. The resolu- 
tions call for withdrawal of the proposal 
on the ground that it does not conform 
with the intent and policy of the present 
law. Hearings on proposed amendments 
involving corporate mergers were re- 
sumed by the Senate Judiciary Subcom- 
mittee on Antitrust and Monopoly on 
April 15th. 

The Atomic Energy Commission wants 
to boost the minimum amount of insur- 
ance nuclear plant operators must carry 
as protection against accidents. Operators 
are now required to have $250,000 worth 
of insurance. The AEC proposes to boost 
the minimum to $3 million in order to 
reduce the possibility of the government 
becoming involved under its indemnity 
obligation in numerous small claims. The 
Joint Committee on Atomic Energy was 
scheduled to hold hearings on the proposal 
late in April. Private insurance companies 
have agreed to put up $60 million worth 
of protection for atomic accidents — the 
maximum required by law from any one 
operator. 


— of Interior Seaton urged 
Congress last month to extend the 27} 
per cent depletion tax allowance given to 
oil and natural gas companies. The allow- 
ance would be extended to oil shale, coal, 
and other natural deposits when used to 
make synthetic fuels. A joint resolution 
has already been introduced by Senator 
Allott (Republican, Colorado) and Rep- 
resentative Aspinall (Democrat, Colo- 
rado) to carry out the proposal. Seaton 
said granting depletion allowances on such 


MAY 8, 1958 






























PUBLIC UTILITIES FORTNIGHTLY 


products would speed synthetic liquid 
fuels research and development work by 
private interests. “It is entirely likely that 
in the not too distant future this nation 
will depend, in part, upon the production 
and use of synthetic liquid fuel,” Seaton 


said. 
5) 


Administration Items 


HE Office of Defense Mobilization has 

taken swift action on a charge by 
General Electric Company that the im- 
port of heavy electrical equipment threat- 
ens national security. GE’s petition spe- 
cifically mentioned hydroelectric turbines, 
heavy generators, and big transformers. 
What GE seeks is an overall policy de- 
termination under the “Buy American” 
law that the importing of foreign electrical 
equipment, even when more than 6 per 
cent below U. S. prices as the law pre- 
scribes, is harmful. 

GE insists it is not motivated by any 
alleged injury to domestic producers. An 
advisory committee has been set up by 
ODM, including representatives from the 
Departments of Defense, Interior, State, 
and Commerce, as well as TVA and AEC. 
Whether there will be public hearings or 
whether a determination of the matter 
will come from a private study by ODM 
and its interagency committee is still to 
be decided. 

Secretary of Interior Seaton has op- 
posed a congressional move to set up an 
independent government research agency 
to spur new uses for coal. The vice presi- 
dent of Bituminous Coal Research, Inc., 
last month appeared before a House In- 
terior subcommittee to support several 
bills that would set up a coal research and 


development commission. But in a letter 
to the committee, the Interior Secretary 
declared its goal could be accomplished 
more effectively through existing govern- 
ment organizations. He proposed action 
to broaden his own authority to permit 
creation of any advisory group that would 
recommend new coal research projects. 
The Secretary also asked the panel to 
draw up legislation that would establish 
an office of coal research within the In- 
terior Department to be responsible for 
developing the new projects in co-opera- 
tion with the advisory group. At present, 
the Interior Department Bureau of Mines 
conducts substantial research on coal. 


> 


Gas Industry Progress 


(pen Congressmen who have been con- 
cerned with the problems of the nat- 
ural gas industry and others in Washing- 
ton show considerable interest in a recent 
analysis of the status of that industry, re- 
leased by the American Gas Association. 
Last year when the U. S. court of appeals 
for the District of Columbia handed down 
the celebrated Memphis decision (barring 
unilateral rate increases by pipeline com- 
panies through the filing of tariffs), there 
were widespread warnings and alarms 
about the future prospects of the pipeline 
companies. But the AGA analysis for the 
fourth quarter of 1957 showed good in- 
creases in gas sales and other income. 

Customers increased 3.5 per cent during 
the year, totaling 27,509,400 at the year’s 
end. Residential users totaled 25,340,500; 
commercial, 2,017,500; industrial, 120,- 
100; and miscellaneous, 31,300. 

Natural gas sales increased 5 per cent 


to 73,312,000,000 therms. 
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Court Orders Miami TV 
Case Review 


HE Federal Communications Commis- 

sion was apparently caught off base 
by the sweeping order of the U. S. court 
of appeals for the District of Columbia 
directing the commission to hold a new 
hearing in a contest for a Miami television 
channel. The FCC, whose award of the 
channel to a subsidiary of National Air 
Lines has been a primary target of the 
House Subcommittee on Legislative Over- 
sight, had requested the court to return 
the case to the commission so that it could 
determine itself whether ex-Commission- 
er Richard A. Mack should have disquali- 
fied himself from ruling on the case. The 
court, however, went far beyond the com- 
mission’s request and directed the FCC to 
make a full investigation of all the circum- 
stances leading up to its controversial de- 
cision. 

Specifically, the court ordered the com- 
mission to determine whether any mis- 
conduct or improper influence was in- 
volved and to report back to the. three- 
judge tribunal, and referred directly to 
the public charges made before the Legisla- 
tive Oversight Subcommittee which led to 
the resignation of Mack. Judge Pretty- 
man, reading the court order from the 
bench, made it clear that the court wanted 


all of the facts in connection with the 
award. The FCC was directed to make 
findings of fact on: 


(1) What circumstances formed the 
basis for charges that one of the FCC 
members should have disqualified him- 
self, and whether anyone influenced or 
attempted to influence any member of 
the commission “in any manner whatso- 
ever except by the recognized public 
processes of adjudication.” 

(2) Whether any party to the pro- 
ceedings before the commission direct- 
ly or indirectly secured, aided, con- 
firmed, ratified, or knew of any mis- 
conduct found by the commission to 
have occurred. 


The court ordered that all participants 
in the Miami channel case before the 
commission be admitted to participation 
in the new hearing, if they so request. It 
also directed that any person or persons 
concerning whom evidence may be re- 
ceived in the hearing shall be permitted to 
cross-examine and submit rebuttal testi- 
mony. 


op court’s detailed directions to the 
FCC were very likely unanticipated 
by the commission and are thought to con- 
stitute a new precedent in administrative 
law and procedure. 
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awn, the House Legislative 
Oversight Subcommittee will be 
considering several proposals to provide 
more ethical regulatory procedures for the 
FCC. Most of them take the form of 
amendments to the Communications Act 
of 1934, although changes might be ef- 
fected by amending the Administrative 
Procedures Act. 

The proposals most likely to be adopted 
are those calling on the FCC to adopt a 
code of ethics and restricting members of 
the commission from accepting fees for 
making speeches at industry meetings, or 
taking part in ceremonies dedicating new 
television stations and other industry func- 
tions. There is some sentiment in the sub- 
committee to authorize the President to 
remove any commissioner from office for 
malfeasance and to tighten present restric- 
tions on discussion between the commis- 
sioners and the FCC staff on the one hand, 
and parties interested in pending cases on 
the other, without the knowledge of all 
commissioners. 

The latest proposal, designed to “pre- 
vent future scandals in the FCC,” comes 
from Representative Henry S. Reuss 
(Democrat Wisconsin). Reuss’ bill would 
set up a code of ethics for the commission 
and establish specific rules for awarding 
broadcasting licenses. One provision of 
the bill would permit the FCC to sell radio 
and television station licenses to the highest 
bidder in contests between equally quali- 
fied applicants. 

In contests for station licenses, the 
Reuss Bill would require the FCC to give 
first priority to an applicant that was “pre- 
dominantly locally owned” and had no in- 
terests in other mass communications 
media. Second priority would go to a “pre- 
dominantly locally owned applicant with 
interests in other media.” In the event the 
FCC were confronted with two or more 
applicants in the first category, it would 
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grant the license to the highest bidder. The 
money would go into the U. S. Treasury. 
Present law requires the FCC to be guided 
only by “the public interest, convenience, 
and necessity” in granting licenses. 

The Reuss Bill would also increase the 
salaries of commissioners to $22,000, an- 
nually. They now receive $20,000. The 
bill would also de-emphasize political ap- 
pointments by stating “neither member- 
ship nor nonmembership in any political 
party shall be a criterion for selection.” 
The measure carries out the recommenda- 
tion of the House subcommittee that com- 
missioners be forbidden to accept hon- 
orariums or fees for speeches or articles. 


» 


Wire-tapping Law Urged 


LIBRARY OF CONGRESS survey of 

foreign wire-tapping laws has been 
cited by Representative Kenneth B. Keat- 
ing in support of legislation to legalize 
wire tapping in the United States. The 
study, which was undertaken by the Li- 
brary at Keating’s request, covers prac- 
tices in Great Britain, the British Com- 
monwealth nations, Europe, Hispanic 
countries, and Japan. The New York Re- 
publican said the study shows that “wire 
tapping under proper safeguards can be 
used to good advantage without interfer- 
ing with the rights and immunities of law- 
abiding citizens. 

“We should at once put this weapon in 
the hands of those charged with protect- 
ing our safety and security,” Keating 
said. “It is high time Congress recognized 
we are in an all-out war against criminal 
conspiracies and subversives.”’ 

The Library of Congress study comes 
to the conclusion that the foreign gov- 
ernments which have dealt with the prob- 
lem have decided to permit some wire tap- 
ping by government agents. The study 
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quotes from a report filed last October by 
a committee of Privy Councillors in Brit- 
ain recommending the continued use of 
wire tapping “for the prevention and de- 
tection of serious crime and for the preser- 
vation of the safety of the state.” The 
Privy Councillors said wire tapping “‘is 
used with the greatest care and circum- 
spection, under the strictest rules and safe- 
guards, and never without personal con- 
sidered approval of the Secretary of 
State.” 

The proposed legislation introduced by 
Keating would end the prohibition on wire 
tapping written into the Communications 
Act of 1934. The bill would permit FBI 
agents to tap wires in the course of inves- 
tigating any felony, and would allow the 
evidence so obtained to be used in federal 
courts in security cases, provided that the 
Attorney General and a federal court had 
authorized a particular tap in the interests 
of national security. Keating’s bill would 
also let states authorize wire tapping by 
their police. The bill would make wire tap- 
ping by private persons a crime, whether or 
not the contents of the conversation were 
divulged. So far no committee in either 
the House or Senate has taken action on 
various bills to permit wire tapping. 


* 
Bell System Feels Some 
Recession Effects 


B™ system reports for the first quar- 
ter of 1958 show that the recession in 
general business “has slowed telephone 
growth but has not by any means halted 
it,” according to American Telephone and 
Telegraph President Frederick R. Kappel. 
In the first quarter, the Bell system added 
450,000 telephones compared with about 
775,000 in the like period last year. Long- 
distance messages are running about 5 


per cent above a year ago—slightly less 
than the average increase through the 
years. 

Despite the slack in adding new tele- 
phones, AT&T’s net income for the first 
quarter showed a gain over the comparable 
period last year. The partly estimated 
figures showed net income of $178,440,- 
000 for the first three months of this year, 
compared to last year’s $165,912,482. 
AT&T’s nation-wide Bell system earnings 
were $3.22 a share on 64,648,178 average 
number of shares of capital stock out- 
standing for the three months ended Feb- 
ruary 28th. 

At a press conference, prior to the an- 
nual shareholders’ meeting, President 
Kappel predicted expenditures of the Bell 
system for 1958 will be ahead of growth, 
although less than the record 1957 level. 
Kappel said he thought the business reces- 
sion had just about reached bottom and 
that the Bell system management saw some 
signs of a slight upturn in business. 
Whether the upturn continues, he said, de- 
pends largely on government policies and 
an avoidance of inflation. Said Kappel: 


As to our growth, I think the signifi- 
cant point right now is that we are fur- 
nishing more service despite the general 
slowing down of the nation’s economy. 
If we consider, say, last September as 
the time when general business really 
started to fall off, since then we have 
added more than 1.4 million telephones 
and the number of conversations han- 
dled has gone up more than 5 million a 
day. We expect a further increase in 
business as 1958 proceeds, and are con- 
tinuing a construction program of $2.2 
billion this year to improve our facilities 
and service further and take care of 
growth. This is a measure of our con- 
fidence in the future. 
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Inflation and the Rate 
Of Return 


RANK D. CuuTTER of Massachusetts 

Investors Trust, in a recent talk before 
the New York Society of Security An- 
alysts, discussed the rate of return earned 
by public utilities in connection with the 
inflation problem. We summarize this 
stimulating discussion as follows: 

Mr. Chutter attaches great importance 
to the necessity of a utility making an ade- 
quate return, and does not sympathize 
with managements who claim they are 
going “to earn their way out of the low 
return by effecting operating economies.” 
He thinks they are apt to find themselves 
later to be in the same position they were 
earlier. For various reasons, he thinks, 


utility security analysts apparently have 
failed: 


1. To make some managements 
aware of the importance of rate of re- 
turn. 

2. To convince investors of the long- 
range significance of rate of return. 

3. To persuade regulatory authori- 
ties of the necessity of more liberal rates 
of return. 


He presented some elaborate tables on 
rate of return, one of which, showing the 
average rates of return by states, is re- 
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produced on page 686. While the rates of 
return for individual companies vary quite 
widely—from 4.5 per cent to 8.8 per cent 
for a representative list of utilities—6 per 
cent seems to remain the typical historical 
rate for the industry. But this traditional 
rate does not make allowance for the 
eroding effects of inflation. 


HAT rate of return would be neces- 

sary, he asks, to offset the 94 per 
cent monetary inflation which has oc- 
curred since January 1, 1940? He sets upa 
typical utility with $100 million capital— 
50 per cent debt at 32 per cent, 15 per cent 
preferred stock at 44 per cent, and 35 per 
cent common stock. Common is repre- 
sented by 2 million shares with a book 
value of $17.50 per share on December 
31, 1939; all additional stock is sold at 
book value at time of sale. Dividends are 
based on a 70 per cent pay-out and raised 
in units of 10 cents. Based on these as- 
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sumptions he reaches the statistical results 
for 1956 compared with 1939 as shown 
in table below. 

From the table it appears that a 7 per 
cent return is required to match (approxi- 
mately) the rise in the cost of living, for 
earnings, dividends, and book value. If it 
is assumed that this is also the pattern for 
the future, the moral is obvious. 

However, these calculations do not re- 
flect the possibility that stock may be sold 
at prices in excess of book value—which 
has usually been the case— and with allow- 
ance for this and other favorable factors, 
the return necessary to offset inflation 
might be reduced to 6.7 per cent. How- 
ever, Mr. Chutter states “Higher rates of 
return are thoroughly justified for factors 
not covered in this study, such as rate of 
growth, size, industry, and territorial con- 
sideration, to name a few... . A 6.7 per 
cent overall rate of return is required 
merely to offset the average inflation, 
without producing a real profit for the 
investor.” 


H’ does this rate of return compare 
with the rates of return being earned 
by industrial companies? A study of 99 
industrial companies shows that these com- 
panies in 1956 earned about 13.4 per cent 
or well over twice the 6 per cent return 
earned by utilities. Of course industrial 
companies have such risks as excess pro- 
ductive capacity, competition for markets, 
excess inventories, tightening margins, 
competence of management, new prod- 
ucts, technological developments, to name 


Assuming 
Overall Rate of 
Rate of Returnon 
Return Common 


5.0% 7.00% 
55 8.45 
6.0 9.90 


11.30 
12.75 


Earn- 
ings 
43.9% 
54.1 
64.7 
76.3 
87.9 


a few. But the utilities also have such risks 
as lethargic management, restrictive regu- 
lation, and political pressures—and, in his 
opinion, the greatest of all—inflation. 


H°’ has market performance of utility 
stocks compared with industrials 
since 1940? As of January 22, 1958, com- 
pared with January, 1940, Standard & 
Poor’s index of 425 industrial stocks 
showed a gain of 268 per cent while 29 
electric utilities showed a gain of 77 per 
cent and 4 telephone companies 8 per cent. 
While his study of earnings, dividends, 
etc., was not very complete, one compari- 
son worked out as follows: 


% Increase 1940-52 
48 Industrials 16 Utilities 


Earnings 33% 
35 


Dividends 

Book Value 50 

Cost of Living 90 

Mr. Chutter feels that the 6 per cent 
return on utilities is definitely too low. If 
a 6.7 per cent return is needed for an elec- 
tric utility with an average rate of growth 
to offset inflation since 1940, he thinks that 
the fair rate of return for such a company 
might well be 7 per cent to 7} per cent; 
and the risks inherent in the telephone 
industry warrant an overall return of 8 
per cent to 8} per cent. 

The impact of inflation on dividend 
payments is seldom emphasized. Mr. Chut- 
ter has compiled some tables for typical 
utilities to show how the change in the 
value of the dollar since 1940 has affected 
the purchasing power of the dividend. 
Some of the figures work out as indi- 
cated in table at top of page 686. 


Would Result in Indicated 


685 


Percentage Increases during 1939-56 in 


Book Cost of 


Value 


47.4% 
58.1 
69.6 
82.6 
95.2 


Divi- 
dend 
50.0% 
60.0 
66.7 
84.6 
93.3 
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Dividend 


1940 


Boston Edison 

Consolidated Edison 

Pacific Gas & Electric ...... 
American Tel. & Tel. ...... 


The above figures do not make allow- 
ance for the value of rights received by 
stockholders. 


sa in different states are com- 
peting for equity funds, and their 
stocks also compete in the stock markets. 
Mr. Chutter asks why the residents of one 
state should expect their utility companies 
to raise equity capital at a 5 per cent over- 
all rate of return, when the investor can 
put his funds to work in some more liberal 
jurisdiction on a mueh more advantageous 
basis ? 

He advises utility analysts to lay out 
a “constructive research program in this 
field and work at it as consistently as 


$2.00 $2.80 
2.00 
2.00 
9.00 


roe 


é 


= 


Dividend Pur. Power Per Cent 
1940 1956 Decrease 
$1.99 $1.43 28% 
1.99 123 38 
1.99 1.20 40 
8.94 4.61 48 


1956 


2.40 
2.35 
9.00 


possible over the years.” Such a program 
would include the following projects: 

1. Establish sound standards for 
judging the adequacy of the rate of re- 
turn. 

2. Discuss the historic pattern of 
rate of return, in reports on individual 
utilities. 

3. Make customers and clients aware 
of the importance of this factor. 

4. Discuss standards with manage- 
ments. 

5. Study commissions’ decisions and 
the records upon which they were made. 

6. Visit the commissions, with a 
“logical worth-while message.” 


WEIGHTED AVERAGE RATE OF RETURN BY STATES 


Per Cent Gross 


Income to Total 


Cap’n. Includ- 
ing Notes Pay. 
955 5 


Tennessee 

New Hampshire 
New York 
Delaware 

Maine 

North Dakota 
Rhode Island 
California 
Idaho 
Massachusetts 


NI Go 00 


New Jersey 
Connecticut 
Vermont 
Dist. of Col. 
Michigan 
Arkansas 
Virginia 
Kansas 
Indiana 
Louisiana 
Georgia 
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6.14 


Colorado 
Alabama 
Missouri 
North Carolina 
Wisconsin 
South Carolina 
Maryland 
Iowa 

Kentucky 
Minnesota 
West Virginia 
Oklahoma 


Pennsylvania 

New Mexico 

Mississippi 

South Dakota 

Ohio 

Wyoming 

MNES oh Snes ws oo xs ain bis Se 
Washington 

Arizona 

Montana 


we 


> ,, 
ae” Oe er ck eee 


~Y 


SINNED DD AANAANOH. 


l 
‘ 
‘1 
/| 
2 

1 
‘| 





FINANCIAL NEWS AND COMMENT 
Lea eS 


CALENDAR OF PROPOSED UTILITY OFFERINGS 
April 29th to July 31st, Inclusive 
Date of Approx. Method Probable 
Bidding Amount Of Moody 
Or Sale (Millions) Offering Rating* 


Bonds 


4/29 $40 Philadelphia Electric Ist & Ref. Bonds 1988 Aaa 
5/6 29 Inter. Tel. & Tel. Conv. Sub. Deb. 1983 
5/6 8 New Jersey P. & L. Bonds A 
5/12 16 Public Service of Oklahoma Ist Mtge. Bonds 1988 C Aa 
5/13 15 United Gas Improvement Ist Mtge. Bonds 1983 .. A 
5/14 20 Long Island Ltg. lst Mtge. Bonds 1988 A 
5/19 20 Gulf States Utilities 1st Mtge. Bonds 1988 Aa 
5/20 25 Illinois Power Bonds Aa 
70 New York Telephone Ref. Bonds 
20 Potomac Electric Power Bonds Aa 
22 Brooklyn Union Gas Ist Mtge. Bonds 1983 A 
20 New York State E. & G. Bonds A 
Fi Appalachian Electric Power Bonds A 
18 Central Hudson G. @ EB. Bonds ............0.00. 
15 Delaware P. & L. Ref. Bonds Aa 
10 Delaware P. & L. Bonds Aa 
50 Consolidated Edison Bonds Aa 
20 Columbia Gas System Bonds A 
25 Virginia E. & P. Bonds Aa 
10 New England Power Bonds Aa 
Oklahoma G. & E. Bonds Aa 
Community Public Service Bonds A 
Pacific P. & L. Bonds 
Florida Power Corp. Bonds .........2.s0000008 
Tampa Electric Bonds Aa 
Ee Fe BOE FID bikes dcceecsescsvaness 
Toledo Edison Bonds A 
Kansas Power & Light Bonds Aa 
Natural Gas Pipeline of America Bonds 
Merrimack Essex Electric Ref. Bonds A 
Texas Power & Light Bonds Aa 
Mountain Fuel Supply Bonds 


Preferred Stocks 
Public Service of Colorado Pfd. Stock 


Texas Eastern Transmission Pfd. Stock 
Wisconsin P. & L. Pfd. Stock 


Common Stocks 

Portland Gen. Elec. Common Stock 

Long Island Lighting Common Stock 

New England Electric System Common Stock .... 
Gulf States Utilities Common Stock 

Wisconsin P. & L. Common Stock 

Rochester G. & E. Common Stock 

Hawaiian Telephone Common Stock 
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*Assumed on basis of present bond rating, in most cases. 
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FINANCIAL NEWS AND COMMENT 


First-quarter Financing 


Exceeded $2 Billion 


so financing by electric, 
gas, and telephone utilities surpassed 
that of last year by over one-third, ex- 
ceeding $2 billion. However, much of the 
gain represented increased telephone fi- 
nancing; the increase for electric utilities 
was only about 7 per cent and for gas com- 
panies 6 per cent. Refunding operations 
began to appear as interest rates dropped, 
the total amount approximating $67 mil- 
lion versus $50 million in the first quar- 
ter of last year. 

The strength in the bond market greatly 
stimulated the issuance of senior securi- 
ties, the amount of debt financing being 
about 65 per cent over last year while pre- 
ferred stock issues gained 71 per cent. 
Private sales showed a considerable gain 
over 1957 and amounted to about 7 per 
cent of total financing. Despite the 
strength in common stocks the amount of 
equity financing dropped 60 per cent com- 
pared with last year. 


¥ 


Pacific GSE Atomic Plant 
To Be Competitive 


Pyrrererrnee interest has been at- 
tracted by the statement that the 60,- 
000-kilowatt atomic power plant to be 


built by General Electric for Pacific G&E 
is expected to produce power at 8 mills 
per kilowatt-hour, considered competitive 
with steam power in that area. Exact de- 
tails of this estimate are not available, but 
a talk by C. C. Whelchel of Pacific Gas 
and Electric before the American Power 
Conference on March 26th gave some in- 
formation regarding the new atomic 
plant. 


nN 1955 GE contracted to build the 180,- 
000-kilowatt Dresden nuclear power 
station for Commonwealth Edison and a 
group of associated utilities. GE decided 
that it was necessary to build a small pro- 
totype plant, and Pacific Gas and Electric 
participated in the project of constructing 
a 5,000-kilowatt atomic plant at Valle- 
citos. 

The plant was successfully completed 
in one year, by June, 1957, and was 
the first all privately financed atomic 
power plant in the world. As previously 
announced, it has proved very efficient. 
Heat capacity has already been increased 
50 per cent and requests for further in- 
creases are contemplated. Neutron-flux 
distribution is flatter than was anticipated, 
and operation under boiling conditions is 
much smoother than generally expected. 
The unit has now generated over one and 
a half million kilowatt-hours. 

Since Pacific Gas and Electric will re- 





Preferred Stocks* 
Utility Common Stocks 





CURRENT YIELD YARDSTICKS 
(Standard & Poor’s Indexes) 


April 16, 
1958 


*Twelve industrial and 2 utility issues (high-grade). 


1957-58 Range 1956-57 Range 
High Low High Low 
4.38% —3.58% 3.87% —3.06% 
441 —3.61 3.96 —3.10 
470 —3.88 421 —3.27 
5.21 —4.20 439 —3.37 
486 —4.32 465 —3.97 
5.44 —4.64 498 —4.50 
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quire an additional power plant in the 
Eureka area (the center of the redwood 
industry) by 1962, it has been encour- 
aged by the success of the small reactor 
to construct a 50-60,000-kilowatt nuclear 
unit at Humboldt at an estimated cost of 
about $20 million (which would compare 
with an $11 million cost for a conventional 
steam plant). 


pee cost of the first atomic core, in- 
cluding all materials and fabricating 
costs except the fuel use charge, is not ex- 
pected to exceed $3 million, and the second 
core will probably cost less than $2 mil- 
lion. 

Mr. Whelchel stated: 


Based on the foregoing capital cost, 
and expected operating and mainte- 
nance expense, we estimate the cost of 
nuclear power, with the second core and 
the current credit for plutonium pro- 
duced by the reactor, to be about 8 mills 
per kilowatt-hour with the unit operat- 
ing at 90 per cent capacity factor, and 
having a capability of 60,000 kilowatts. 


In general, the atomic fuel cost would 


a 


be less than half that required for a con- 
ventional plant, permitting a high load 
factor and offsetting the higher capital 
cost and nuclear insurance. 

He explained that “simplification js 
achieved without compromising safety or 
reliability. It is made possible by reducing 
presently high margins in design and 
operation, as a result of favorable experi- 
ence at Argonne and Vallecitos, along 
with incorporating wherever practicable 
advances that have been made in conven- 
tional power plant design. In addition, 
nuclear technological advancements, which 
are compatible with low cost at this time, 
will be included.” 


W: also note, in Electrical World for 
April 21st, page 112, that J. R. Welsh 
of Southwestern G&E Company i is hope- 
ful of obtaining atomic power at a cost 
competitive with that of fossil fuel plants 
in the $5 million research program started 
in January by the Southwest Atomic 
Energy Associates. The small experi- 
mental reactor will use thorium as fuel 
and will be sodium-cooled and graphite- 
moderated. 


DATA ON ELECTRIC UTILITY STOCKS 


4/16/58 
Price 
About 


43 
0 


Divi- 
dend 
Rate 


$1.60 


Annual 
Rev. 
(Mill.) 
$284 S American G. & E......... 
50 O Arizona Pub. Serv. . ‘ 
11 O Arkansas Mo. Power 
32 Atlantic City Elec. 
142 Baltimore G. & E. 
7 Bangor Hydro-Elec. ...... 
Black Hilis P. & L. 
Boston Edison 
Calif. Elec. Power 
Calif. Oreg. Power 
Calif. Pac. Util. 
Carolina P. & L. 
Cent. Hudson G. & E. 
Cent. Ill. eee 
Cent. 
Cent. 
Cent. 
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Aver. 

Incr. , : Approx. 
Annual 4/16/58 Divi- Recent In. Sh. Price- Div. Common 
(Continued) Price dend Approz. Share % In- Earns. Earn. Pay- Stock 


(Mat) Rate teld Earnings crease 1952-57¢ Ratio out Equity 
38 1.83F* D3 5 Ta 
2.41De 4 18.3 
1.04De* D9 16.3 
2.01De 1 15.4 
1.21De 7 14.8 
2.64De 1 152 
1.76De D5 16.5 
2.57De 15 13.6 
2.85De 4 16.1 
1.95De i 133 
1.21De* D7 15:7, 
3.44De* 7 14.8 

; D1 15.5 
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15.6 
sal 
15.0 
15.9 
13.6 
16.9 


Cent. Maine Power 1.40 
Cent. & SouthWest 1.70 
Cent. Vermont PS. ....... 1.00 
Cimecmnat G. & E. ....... 1.50 
Citizens Util. “B” 3 1.00 
Cleve. Elec. Illum. 1.60 
Colo. Cent. Power 
Columbus & S. O. E. 
Commonwealth Ed. 
Community Pub. Ser. 
Conn. Lt. & Pr. 

Consol. Edison 

Consumers Power 

Deco ee ae a 
Delaware P. & I 

Detroit Edison 

Duke Power 

Duquesne Light 

Bast. Util. Assoc, .......: 
Edison Sault Elec. ....... 
LOUIE Se Co) | 
Empire Dist. Elec. ....... 
Florida Power Corp. 
Florida P. & L. 

General Pap: WAL. oie 
Green Mt. Power 

Golt States Util. ......<0. 
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Hawaiian Elec. 
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Interstate Power 
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Maine Pub. Service 
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Middle South Util. ...... 
Minnesota P. & L. ....... 
Mass, Valley P.S. ....2.%. 
Missouri Pub. Serv. ...... 
MISSOUTT NOU: 656-0060 cees 
Montana Power .......... 
New England Elec. ....... 
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New Orleans P. S: ....... 
Newport Elec. ........... 
Ne. State, CG, wc. ccc 
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Northwestern P. S. 
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Aver. 


ner. 
C : a é f 6/58 yee A ; oy % 1 i. Sh. —_ 
ontinue rice en r0x. re n- Earns. Earn. 

( ) About Rate teld Earnings crease 1952-57¢ Ratio 


2.61F 
1.13De** 
2.21F 
3.41De 
2.05De* 


Oklahoma G. & E. ........ 44 1.90 
Orange & Rockland Utils. . 19 
Otter Tail Power 28 
giciiigs Cay 2s Dee 
ge ee Oy 2. ere 
Penn Power & Lt. 
Philadelphia Elec. ........ 
Portland Gen. Elec. ...... 
Potomac Elec. Pr. ........ 
Pub. Serv. of Colo. ...... 
Pub. Serv. Bo G.. 2.06. 
Pub, Serv. of fad. ........ 
Pub. Serv: of N. H. ...3.. 
Pub. Serv. of N. M....... 
Puget Sound P.& L....... 
Rochester G. & E. ........ 
St. suscep GL P. oc ccices 
San Diego G. & E. ....... 
Oe Oe So 
Sierra Pacific Pr. ........ 
So. Calif. Edison 
So. Carolina E. & G. ...... 
Southern Colo. Pr. ....... 
Southern Company 
So. indiana G.& FE: .6.c5. 
So. Nevada Power 
Southern Utah Power . 
Southwestern E, S. ...... 
Southwestern P. S. ....... 
Tampa Electric 
Texas Utilities 
Toledo Edison 
Tecson GG. EL. & P...... 
Union Elec. of Mo. ...... 
Jnited Illuminating 
Upper Peninsula Pr. ...... 
Utah Power & Lt. ........ 
ATE TN EFS a Sd a 
Wash. Water Power 
West Penn Elec. ......... 
West Penn Power 
Western Lt. & Tel. ....... 
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Foreign Companies 
Amer. & Foreign Pr, ..... 
Brazilian Traction 
Reraticn ASO1, FPS) 4 osissicisiess 
Gatineau Power 
Mexican L, & P. ...6.02<: 
Quebec Power 
A ShawiniganWater & Pr. .. 


*Deferred taxes resulting from liberalized depreciation are not normalized. **Calendar year 1956, {For 
companies which have reported calendar year 1957 earnings. (For other companies the increase is for 1951- 
56.) D—Decrease. NC—Not comparable. A—American Stock Exchange. O—Over-counter or out-of-town 
exchange. S—New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; My— 
May; Je—June; Jy—July; Au—August; Se—September; Oc—October; N—November; De—December. 
a—Also 5 per cent stock dividend December 27, 1957. b—Also 5 per cent stock dividend May 1, 1957. c— 
Also 5 per cent stock dividend March 10, 1958. e—Excluding special nonoperating profits of 26 cents per 
share realized from the sale of coal properties. f—Also stock dividend of one-half per cent quarterly. 
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What Others Think 


Normalizing for Weather in Rate Proceedings 


HE article by D. E. Paul on “What 

Can the Weather Do to Net In- 
come?” in the March 13th issue of PuBLIC 
UtixitiEs ForTNIGHTLY directs attention 
to a question which will assume greater 
and greater importance in the gas indus- 
try. The author makes several points, 
however, which would seem to deserve 
further comment. 

First, I question whether as utilities, 
companies in the natural gas industry can 
afford fluctuations in net income and con- 
tinue to attract investors who seek stabil- 
ity of income. This is one of the prime 
attractions of a utility security. 

Second, I have considerable difficulty 
with the conclusion of the author that we 
must emphasize normal conditions in rate 
case work. In this connection, it should be 
noted that there is no “normal” weather 
condition. Moreover, assume, as has hap- 
pened, three to five consecutive winters of 
abnormally warm weather. Is it to be the 
industry’s position that during those peri- 
ods of time, it would accept inadequate 
earnings? Yet, if rates are to be based on 
normal weather, this would be the in- 
evitable result of such an approach. 

Another aspect of normalizing in rate 
case work is the fact that the incident of 
cold weather may be as important as the 
total degree day deficiencies. One can 
visualize a situation where the degree day 
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deficiencies in a particular month might be 
100 DDD’s colder than “normal,” but in 
one situation experienced on a rather uni- 
form basis throughout the month and in 
another situation experienced during an 
extremely cold period of five to seven 
days. 

In the former case, the impact of the 
weather upon costs would undoubtedly be 
entirely different and less severe than if 
experienced in the latter fashion. During 
the latter situation, high-cost propane and 
curtailment of industrial sales might sub- 
stantially change the revenue and cost pat- 
tern. Likewise, if the incident of cold 
weather is in the earlier part of the winter, 
the cost and revenue effect upon a com- 
pany which depends upon underground 
storage might be different than if the cold 
weather is experienced in the latter part 
of the winter. 


——- to normalize for weather, one 
must indulge in a great number of as- 
sumptions and, accordingly, get very far 
away from actuality of cost and revenue. 

As indicated above, normalizing will 
not necessarily cure the earnings problem 
of gas utilities. I would suggest that the 
problem raised by Mr. Paul’s article neces- 
sitates a careful reappraisal of rate design 
policies, as well as sales policies, by all 
segments of the natural gas industry. In 
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this connection, the following fundamental 
facts must be remembered: 


(a) The ultimate consumer must pay 
all costs incurred in bringing natural 
gas from the wellhead to the burner tip. 
Some means must be found to assess 
the ultimate consumer with his proper 
share of this total cost. 

(b) The major costs of both distri- 
bution and pipeline companies are more 
or less largely fixed and such fixed costs 
are incurred on a rather even basis 
throughout the year. 

(c) The fixed costs referred to in 
(b) above are in large measure deter- 
mined not by some normal winter 
weather, but by the capacity required to 
meet the extreme peak which may be 
normally expected to occur in the par- 
ticular service area. The fixed costs as- 
sociated with meeting the extreme peak, 
which occurs relatively infrequently 
(once or twice in ten years), must be 
recouped in orderly and regular fashion 
from the ultimate consumer. 


i avoid the problems of fluctuations 
in net earnings which arise from the 
fixed character of the capacity costs, it is 
suggested that they should be recouped as 
far as possible on a uniform yearly basis 
through proper rate design. All segments 
of the natural gas industry must give in- 
creasing attention to this problem if they 
are to maintain stability of earnings and 
continue to attract on a favorable basis the 


investor’s dollars. This is not the place to | 


detail what can be done, but it should be 
pointed out : 

1. Customer costs which are becoming 
increasingly large should be recouped 
through higher minimum bills or in the 
rate blocks for the first two or three Mcf. 
In so far as customer costs are recouped 
in the steps of the rates which are influ- 
enced by fluctuations in the weather, the 
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net income problem referred to in the 
article is accentuated. 

2. The space-heating customer creates 
many of the fixed costs which are incurred 
year in and year out in order that the par- 
ticular service be available when needed 
during extreme peak periods. The rate de- 
sign for the space-heating load should re- 
coup the major part of these fixed costs 
regardless of weather fluctuations. This 
can be done in numerous ways. For exam- 
ple, the rate for the space-heating customer 
for the first one to five Mcf can be con- 
siderably higher so as to recoup in each 
month of the year part of the fixed costs 
incurred for rendering the service. This 
has been recognized by the Pennsylvania 
commission. It is likewise found in the 
rate structures of many utility companies, 
although unfortunately certain companies 
make no distinction between the base load 
customer and the space-heating  cus- 
tomer—and thereby discourage base load 
sales. 

3. A proper recognition of the fixed 
costs of pipeline suppliers in two-part 
rates. In this connection, it should be 
noted that recently there appeared in the 
FoRTNIGHTLY the summary of a state- 
ment by a utility official who proposed 
straight commodity rates for pipeline sup- 
pliers. Such a proposal, in my opinion, is 
absolutely contrary to the best interests of 
the gas industry and not economically 
sound. It would inject into the earnings of 
the pipeline suppliers, as well as the dis- 
tributors, such lack of stability of income 
that the attractiveness of gas securities to 
the public would be severely reduced. In 
addition, the proposal would probably 
price the industry out of many important 
loads, and would discourage economic 
means of meeting the extreme peaks. 


M® Pauv’s article, as indicated by the 
foregoing, raises very important 
problems. I cannot agree, however, that 
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the gas industry must accept fluctuations 
in net income which carry the dangers 
suggested in his conclusions. Rather, the 
industry must find, through proper pricing 
procedures, the means of meeting the new 
situation developing as a result of the 


space-heating load and to minimize the 
effect of weather upon net income. 
—RicHarpD A. ROsANn, 
Assistant vice president and assistant 
counsel, Columbia Gas System 
Service Corporation. 





Utility Common Stocks as an Aggressive Investment 


- apiomnap utilities should make their com- 
mon stocks just as aggressive a holding 
for the investor as industrial stocks, ac- 
cording to a New York investment com- 
pany manager. The advice comes from 
Frederick W. Page, vice president of Tri- 
Continental Corporation, the nation’s 
largest diversified closed-end investment 
company. Page told public utility execu- 
tives attending the Southeastern Electric 
[xchange conference in Boca Raton, 
Florida, that “a strong growth trend in 
per share earnings combined with im- 
proved price-earnings ratios” would 
achieve the result he believes desirable for 
utility common stocks. 

Page deplored the popular conception 
that the main investment appeal of a 
utility is its defensive characteristic. Look- 
ing at Tri-Continental’s utility invest- 
ments for the year 1957, Page said it was 
found that his company’s utility common 
stocks had appreciated 8.3 per cent, com- 
pared with a decline of 12.7 per cent for 
the Dow-Jones industrial average. Results 
over the last ten years proved to be even 
more favorable. In every single year, he 
said, Tri-Continental’s utility investments 
have shown some appreciation, and in 
seven of the ten years the appreciation has 
exceeded that of the industrials. For the 
full 10-year period, Tri-Continental’s util- 
ity common stock investments appreciated 
277 per cent, compared with a 140 per 
cent gain for the Dow-Jones average. 

Despite this record, there is still a wide- 
spread feeling among investors and finan- 


cial people “that utility common stocks are 
sluggish, uninteresting, purely defensive 
securities,” Page said. One reason, he ex- 
plained, is the theory that because utilities 
are regulated and limited in their return 
they cannot possibly have the upside po- 
tential of unregulated business. But the 
main reason why this belief in the slug- 
gishness of utilities predominates is that 
“it is true marketwise for a segment of the 
industry and, unfortunately, this segment 
includes most of the largest and_best- 
known utilities.” But Page pointed out 
that there is the great divergence within 
the industry and that there are many utili- 
ties which can keep pace with the fastest- 
growing industrials. 


a is the comparatively poor market 
action of the more prominent utili- 
ties that has helped to convince people that 
they are right in considering utilities as 
sluggish, defensive securities,” Page de- 
clared. “It is my opinion that the investing 
public has been sold a bill of goods on an 
idea that is not based on fact.” 

Utility common stocks must become 
more aggressive if utilities are to attract 
the large amounts of capital they will un- 
doubtedly require for as far ahead as can 
now be foreseen, Page continued. He ex- 
plained : 


. 1f you are to attract capital in 
large amounts over a long period of 
time you must offer the investor maxi- 
mum opportunities for capital apprecia- 
tion. It is no longer sufficient merely to 
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offer him safety and yield. He can better 
satisfy these requirements through the 
purchase of tax-exempt municipal bonds. 
If your stocks are limited to this appeal, 
their main attraction to investors will 
come only during recessionary periods 
in our economy and it is during booms 
that you will have your largest capital 
requirements. Your stocks should be 
tailored to be aggressive investments 
and not just defensive in character. It 
has been my observation that .. . [elec- 
tric utilities] can be quite aggressive 
when it comes to competing with other 
segments of the utility industry or when 
public versus private power is con- 
cerned. Why should you be defensive 
where your common stock is con- 
cerned ? 


The tendency of some utility manage- 
ments to emphasize safety reduces appreci- 
ation potential, Page warned. Not only 
does the stock become relatively unattrac- 
tive under present and prospective market 
conditions, he said, but the consumer is 
generally hurt over the long run because 
this safety usually means _higher-cost 
financing and the cost of financing is an 
important element in the total cost of 
service. 


a suggested several ways for utilities 
to make their common stock more ag- 
gressive in a market that emphasizes ap- 
preciation. The public misconception that 
utility earnings cannot have a strong up- 
ward trend may be counteracted in part, 
he said, by emphasizing in annual reports 
and at financial meetings the company’s 
long-term record of per share earnings. 
“The real story you should try to tell,” he 


said, “is that your stock has investor ap-' 


peal relative to other industries.” This pre- 
supposes, of course, that the utility has 
growth in per share earnings. “While 
many prominent utilities do not have a 
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growth rate that is particularly impres- 
sive,” said Page, “and while theory rea- 
sons that it cannot be substantial, I believe 
that a very satisfactory rate can be ob- 
tained. This together with an improved 
investor appraisal of your earnings leading 
to higher price-earnings ratios can result 
in appreciation potentials for your stocks 
that will match that of industrial stocks,” 

Page stressed the importance of a util- 
ity’s capital structure, among the items 
having the most significant effect on per 
share earnings, and criticized the tendency 
of regulatory commissions to insist on 
higher and higher equity ratios. “Capital 
structures should be tailored to fit the risks 
involved in a particular company,” he de- 
clared. “But generally speaking, I believe 
that current capital structures are unneces- 
sarily and, therefore, extravagantly 
strong.” Utilities have an opportunity of 
increasing per share earnings by allowing 
their equity ratios to decline somewhat. 

Another factor having a strong but un- 
appreciated bearing on per share earnings 
is the price received for new offerings of 
common stock relative to the book value 
of the outstanding stock, Page continued. 
If a substantial premium can be obtained 
on this stock, he said, per share earnings 
will benefit in line with the premium, 
everything else being equal. Therefore, it 
is to a utility’s interest to have its stock 
sell at as high a premium as possible. The 
most effective way to accomplish this, 
according to Page, is to expand the price- 
earnings ratio at which the stock sells. 
“The beneficial effects of a premium also 
make it advisable for you to sell your stock 
at the highest price possible,” he added, 
“and because of the importance of this 
premium I strongly recommend against 
offering stock through rights.” 


HEN a utility issues stock through 
rights, Page explained, not only does 
it fail to obtain the maximum potential 
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premium but the issuance causes an un- 
necessary dilution of per share earnings. 
This happens because more shares must be 
issued to get in the same number of dol- 
lars than if the stock were priced at the 
market. Page stated : 


. . . Some stockholders are in favor of 
rights under the false impression that it 
gives them a good investment opportu- 
nity or that it is a form of an, extra 
dividend. From the long-term point of 
view, they are better off if the offering 
is not made through rights. Those who 
subscribe may be better off than those 
who do not or cannot subscribe, but 
actually it is the transfer agent, the 


printer, the underwriter, and the bro- 
kers who get the most benefit from a 
rights offering. It is an expensive form 
of financing for the utility. 

Over the long run the higher per 
share earnings and dividends obtained 
by eliminating this unnecessary dilution 
will do more for the bulk of your stock- 
holders than is done by giving them 
occasional rights. Under a rights offer- 
ing most stockholders sell their rights 
just at the time that the market is de- 
pressed by the offering. Thus the stock- 
holder is either diluted or forced to in- 
crease his investment in the company. 
He may not be financially able to in- 
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crease his investment or he may already 
have all he wants invested in the com- 
pany. If not, he can always add to his 
investment through purchases in the 
open market or from the underwriters. 


Cost of prior capital also has a bearing 
on per share earnings, Page continued, al- 
though not as great as is generally sup- 
posed in financial circles. A utility can im- 
prove the cost of its prior capital, he said, 
by keeping security analysts constantly 
well-informed. In addition, the company’s 
financing should be kept flexible so that 
offerings may be timed to optimum mar- 
ket conditions. ““Do not adopt rigid financ- 
ing patterns such as first issuing common, 
then preferred, and then bonds in repe- 
titious order,’ Page advised, nor should 
a company be afraid to deviate from its 
capital structure temporarily in order to 
avoid a market that is poor for that par- 
ticular security. 


A FINAL factor influencing per share 
earnings is the reinvestment of a por- 
tion of these earnings, Page told the utility 
executives. There is no specific percentage 
of dividend pay-out, he said, that fits all 
market conditions or all companies.“ What 
the pay-out for any company should be de- 
pends on what the company can do with 
the retained earnings. If a company will 
issue a proportionate amount of prior se- 
curities and can earn a full return on the 
total investment, the return on the rein- 


vested earnings can be quite large. Under - 


these conditions the company is justified 
in having a low pay-out and the propor- 
tionately heavy reinvestment of earnings 
can contribute importantly to an upward 
trend in earnings per share. On the other 
hand, if a company uses the reinvestment 
of earnings as a means of building up its 
equity ratio and so does not issue a pro- 
portionate amount of prior securities. or 
if it is unable to earn a satisfactory return, 
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it is not justified in retaining a large por- 
tion of its earnings.” 

Page said some increase in the dividend 
rate each year is highly desirable and is 
impressive when the long-term record is 
examined. But if a company can employ 
retained earnings to good advantage from 
the stockholder’s point of view, Page rec- 
ommends that the pay-out be kept as low 
as possible consistent with a small incre- 
ment in the dividend rate. 


ee ratios are as important, 
and possibly more important, than 
earnings in determining the market value 
of a stock. Page continued. Although 
many factors affect price-earnings ratios, 
Page said basically they represent inves- 
tors’ confidence in future earning power, 
Aside from the trend in per share earn- 
ings, the two most important factors bear- 
ing on investors’ confidence in Page’s view 
are management and the regulatory cli- 
mate. 

Tri-Continental, he said, will not in- 
vest in utilities operating in certain states 
where regulaton is considered to be 
adverse to the stockholder. Page considers 
regulation adverse where there is strict 
adherence to original cost, a continuous 
erosion of the rate base resulting from new 
concepts of rate-making policy, unneces- 
sarily strict accounting procedures result- 
ing in charges to surplus, long regulatory 
lag, or strict adherence to the cost of capi- 
tal theory of rate making. He explained: 


... This latter, which sounds reasonable 
in theory, is costly in practice. First, it 
destroys the incentive to finance as 
cheaply as possible. Secondly, it encour- 
ages management to build up equity 
ratios to extravagant levels, thus dilut- 
ing the stockholder. Thirdly, because it 
is constantly changing, it creates uncer- 
tainty which weakens the confidence of 
the stockholder who likes to know the 
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rules of the game under which he is in- 
vesting his savings. Finally, it results 
in a self-defeating vicious circle that 
limits the possibility of expanded price- 
earnings ratios and makes your stock an 
uninteresting defensive security. As 
your price-earnings ratio rises, your 
cost of capital goes down, resulting in a 
lower allowable return which, in turn, 
limits the growth in per share earnings 
with an eventual loss in price-earnings 
ratio. It is truly a theory that ignores 
the necessity of offering potential appre- 
ciation in attracting capital. 


~~ recognizes that there is little a util- 
ity can do about the regulatory climate 
in which it must operate. As for manage- 
ment, however, he believes there is much 


that can be done to gain investor confi- 
dence. He suggests that management at 
least give the impression that it is the 
common stockholder that owns the com- 
pany and not the management. He de- 
plored managements that treat the stock- 
holders as necessary evils, rated way down 
the line as a group to be benefited in the 
operations. Some company annual reports, 
he said, either de-emphasize or completely 
ignore the stockholder’s primary interest 
in per share earnings. Those managements 
that stress what the stockholder wants to 
know increase confidence which leads to 
higher price-earnings ratios. For similar 
reasons, Page concluded, management 
should keep stockholders and the financial 
community fully informed on all important 
developments. 





Limitations of the Labor Movement 


ye Unions AND Pustic Poticy. 


Four legal and economic aspects of 
the “power position” of organized labor 
in today’s society are analyzed by four 
distinguished scholars in this 177-page 
book recently published by the American 
Enterprise Association, Washington, 
D. C., price, $4.50. Each study is pred- 
icated on the premise of an urgent need 
for dispassionate analysis of labor union 
power from a truly public point of view 
as distinct from a labor point of view. 

First in the studies is “Economic Analy- 
sis of Labor Union Power” by Dr. Ed- 
ward H. Chamberlin, who is a David A. 
Wells professor of political economy at 
Harvard University and editor of the 
Quarterly Journal of Economics. He is 
best known for his Theory of Monopolistic 
Competition. Dr. Chamberlin asserts that 
monopolistic powers of labor unions are 
prejudicial to public interest just as much 
as are monopolistic practices on the part 
of businesses. The difference lies in the 


fact that businesses are curbed in possible 
abuses of power by law whereas labor 
unions are not. He said there is a need to 
recognize the relations of the labor mar- 
ket with the product market and that the 
theory of wages as applied to labor unions 
needs overhauling. 

Dr. Chamberlin feels that the constant 
pressure of labor unions for increased 
wages has been a factor in inflation, which 
he designates as wage-push inflation. Just 
as surely as the public pays a higher price 
for autos if the price of steel that goes into 
them is monopolistically controlled, so it 
does, too, if wages of the labor which goes 
into them are monopoly controlled. “If the 
public is to be protected from unreason- 
able monopoly power, a body of law ap- 
propriate to the labor market has an im- 
portance equal to that which is generally 
taken for granted in the product market.” 
Calling for a thorough survey of means 
by which the economic power of unions 
and their leaders might be effectively re- 
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strained, Dr. Chamberlin specifically 
recommends legislation to deal with the 
abuses revealed by the McClellan Com- 
mittee. 


6 | NVOLUNTARY Participation in Union- 

ism” is the theme of Dr. Philip D. 
Bradley’s study. Dr. Bradley was a mem- 
ber for many years of the department of 
economics at Harvard University. His 
study deals with the logic underlying in- 
voluntariness—or participation in union- 
ism without consent. The facts make it 
doubtful, he says, that compulsory union- 
ism is automatically beneficial to all union 
members. Dr. Bradley explores the case 
of the “tree riders” who allegedly receive 
benefits from trade unionism without con- 
tributing to union funds. He cites several 
illustrations where union-official and 
union-member interests are in conflict and 
clearly shows that the “free rider,” instead 
of unfairly accepting benefits won for 
him, may be merely asserting his inalien- 
able right to freedom of choice. 

Dr. Bradley’s studies do not indicate 
that union bargaining power by and large 
has created or obtained economic benefits. 
In fact, they show that unions have not 
raised the general level of real wages in 
the United States. Unions have not in- 
creased labor’s share in the national in- 
come. 

Actually, his study— which is con- 
firmed by others—concludes that the im- 


pact of labor on wages has been minimal. 


assem D. Reitty, Washington at- 
torney and current chairman of the 
Labor Law Section of the American Bar 


Association, has contributed “States 
Rights and the Laws of Labor Relations” 
to this excellent book. Former solicitor of 
the United States Department of Labor, 
and formerly a member of the National 
Labor Relations Board, Mr. Reilly is well- 
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equipped to analyze the jurisdictional con- 
flicts between federal and state laws. The 
power of the states to regulate labor- 
management relations is in a state of utter 
confusion today. Mr. Reilly lists the areas 
of conflict as: 


(1) The Taft-Hartley provision al- 
lowing the states to forbid any kind of 
compulsory union membership con- 
tracts. 

(2) The authority of state courts to 
grant relief against secondary boycotts, 
jurisdictional strikes, and coercive union 
picketing. 

(3) The jurisdiction of state boards 
to entertain representation and unfair 
labor practice cases affecting establish- 
ments within their borders whose op- 
erations affect interstate commerce. 

(4) The propriety of the policies of 
the National Labor Relations Board in 
declining jurisdiction over small enter- 
prises having relatively slight impact 
upon interstate commerce. 

(5) The power of state legislatures 
to prevent interruptions of public util- 
ity services by laws providing for sei- 
zure or compulsory arbitration. 


Mr. Reilly feels that this confusion of 
federal-state jurisdictional responsibilities 
should be resolved by Congress, clearly 
defining those areas which it intends to 
leave unregulated and those which it in- 
tends to leave separate or to concurrent 
regulation by the states. He says: 


Merely delegating to the states au- 
thority to act with respect to matters 
over which the labor board declines to 
exercise its jurisdiction, is not the 
answer. 


_ Roscoe Pound is one of the fore- 
most legal scholars in American his- 
tory. Former dean and professor emeritus 
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of the Harvard Law School, he has au- 
thored many outstanding works in juris- 
prudence. His “Legal Immunities of La- 
bor Unions” which appears in this book 
has been widely acclaimed for its clarity 
and understanding. 

The immunities of labor unions rest on 
four established features of American 
labor law as it has developed through leg- 
islation within the last generation. They 
are: 


(1) Substantial elimination, as 
against labor organization, of what in 
practical effect is the assured method 
of enforcing the law applicable to 
everyone else. 

(2) Refusal of labor organizations 
to be treated as legally responsible or- 
ganizations by becoming incorporated 
and so legally tangible entities. 

(3) Not distinguishing unlawful ac- 
tion by labor organizations, their lead- 
ers and their members, done outside of 
the employer-employee relation, from 
practices in that relation. 


(4) Committing all matters affect- 
ing labor organizations to an adminis- 
trative agency instead of confining its 
jurisdiction to matters involved in the 
employer-employee relation. 


Under these immunities, labor unions 
and their members are allowed to commit 
wrongs to person and property, to inter- 
fere with the use of highways, to break 
contracts, to deprive individuals of the 
means of earning a living, to control the 
activities of the individual workers and 
their local organizations by national or- 
ganizations centrally and arbitrarily ad- 
ministered, and to misuse trust funds— 
things which no one else can do with im- 
punity. 

“A general policy against concentra- 
tion of unchecked power has always been 
regarded as at the foundation of our 
polity,” Dean Pound asserts, and he leaves 
no doubt that this “new species” of im- 
munities—those which surround labor 
unions and labor leaders—should be 
eliminated. 





6 wy the people and their government refuse to bring down fed- 

eral spending to the point where taxes could be cut on the 
basis of a balanced budget, then the people must pay for the gov- 
ernment extravagance they permit or encourage... . 

“For the plain fact is that the people are going to have to pay 
anyway, one way or another. If they reject the counsel of thrift 
in government, they have a choice of higher taxes now or a debased 
currency and perhaps worse inflationary evils later. 

“Such homely truths, to be sure, do not sit well with a good 
many recession-panicky politicians in Congress. Indeed, the old- 
fashioned virtues of thrift and prudence apall the sophisticated 
spokesmen of the New Economics whose doctrines have influenced 
Washington these twenty-five years. 

“But there is a simple test of the validity of these economic 
experiments—the test of experience. After making due allowances 
for a war abroad and a lot of social tinkering at home, the most 
spectacular achievements of playing fast and loose with federal 
finances are these: 

“A public debt of $275 billion. 


“And a 50-cent dollar.” 
—EDITORIAL STATEMENT, 


The Wall Street Journal. 
MAY 8, 1958 





Bonneville Showing Loss for 
First Time 


HE federal power system in the 

Northwest is showing its first deficit 
in more than twenty years of operation, 
according to William A. Pearl, Adminis- 
trator of the Bonneville: Power Adminis- 
tration. Estimates show a deficit of $1.4 
million for the fiscal year 1958, and $3.7 
million for fiscal 1959. 


The red-ink operations will result large- 


The March of 
Events 


ly from depressed electro-process metals 
and wood products markets, said Mr. 
Pearl. Cutbacks in power deliveries cur- 
rently total 118,000 kilowatts of firm pow- 
er, and 360,000 kilowatts of interruptible 
power, representing primarily curtailed 
aluminum production and lowered utility 
demands due to exceptionally mild weath- 
er, he added. 

The deficit outlook is speeding up re- 
examination of BPA’s wholesale power 
rate—currently at $17.50 a kilowatt year. 


California 


State Files Appeal on Gas 
Ruling 


HE state public utilities commission 

filed a legal action in New Orleans, 
Louisiana, last month in an effort to set 
aside a $19.3 million increase in the cost 
of natural gas. The state commission peti- 
tioned the fifth U. S. circuit court of ap- 
peals for an order overturning a decision 
of the Federal Power Commission. That 
decision last January Ist increased the 
wholesale rate of the gas purchased by 
California utilities from El Paso Natural 


Gas Company of Texas. The higher prices 
were passed on to gas users. 

The recent petition argued on the basis 
of a federal court decision that the whole- 
sale boosts could not be put into effect 
without the consent of the purchasing com- 
panies. If the lawsuit were successful, Cali- 
fornia customers would get a refund. The 
annual increase being paid by customers 
of Pacific Gas and Electric amounts to 
$9.3 million, by customers of Southern 
California Gas Company, $6.8 million, 
and by customers of Southern Counties 
Gas Company, $3.2 million. 


Illinois 


Utility Check Group Formed 


Illinois Utility Users Association was an- 
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ganized Power Users Protest League at 
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a meeting held last month in Springfield. 

The group was started early this year 
to unite approximately 500 communities 
served by the Illinois Power Company in 
protesting that firm’s proposed increase in 
electric rates. A 90-day continuance was 
granted by the state commerce commis- 
sion when representatives of municipali- 
ties protested the rate boost at a February 
14th hearing. 

“What set out to be a single protest ac- 


tion has generated so much support that we 
find the need for a permanent organiza- 
tion of this type,” said Mayor Virgil T. 
Bailey of Mount Vernon, who heads the 
association. He explained that the decision 
to organize permanently led to the name 
change and move to incorporate. The or- 
ganization, he said, will be framed with a 
permanent administrative staff “to keep 
an eye on rate structures affecting com- 
mon interests.” 


Louisiana 


Monorail Plan Approved 


_ New Orleans city council last 
month, by a vote of 7 to 0, passed an 
ordinance granting a conditional franchise 
to Monorail of Louisiana, Inc., to operate 
an aerial rail transportation system for a 
period of fifty years between the New 
Orleans central business district and Moi- 
sant International Airport. 

The franchise was conditioned on the 
outcome of an engineering study and eco- 
nomic feasibility survey to be made with- 
in 180 days at the company’s expense. An 
amendment which was inserted in the 
ordinance immediately prior to its passage 


specified that the engineering and feasi- 
bility survey and study are not “final or 
binding in any way” on the city. The 
ordinance provides that the survey and 
study called for shall be made “by a na- 
tionally recognized transportation expert 
acceptable to the council.” 

Colonel S. H. Bingham, retired Army 
railroad expert and former executive di- 
rector and general manager of the New 
York City Transit Authority, will be em- 
ployed to head up the proposed engineer- 
ing study and economic feasibility survey 
on the operation of a monorail, it was sub- 
sequently reported. 


Massachusetts 


House Passes Utility Agency 
Bill 

A BILL recommended by Governor Fur- 

colo to increase from five to seven 
the membership of the state department 
of public utilities and provide that one 
member shall be a woman was passed by 
the house of representatives last month. 


Opposition to the measure was ex- 
pressed by House Minority Leader Frank 
S. Giles, Methuen Republican, who said 
the governor has had a chance to name a 
woman if he wanted to, but had refused 
to do so. Giles further declared that the 
added members would cost the state $22,- 
000 a year. 


Mississippi 


Considers Co-operative Power 
Dispute 

Siw state public service commission 

last month heard final arguments of 


the Mississippi Power Company of Gulf- 
port against a rural co-operative being 
granted exclusive rights in six southeast 
Mississippi counties. The chairman of the 
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commission promised a ruling “just as 
soon as possible.” The commission has had 
the case before it since last October. 

The case is regarded as being of far- 
reaching significance because of Missis- 
sippi Power’s claim that the law does not 
authorize the commission to grant ex- 
clusive rights to an area. The company’s 
attorney, in arguing before the commis- 
sion, contended: (1) It was not the legis- 


New 


Seeks Gas Rate Increase 

iw a petition filed last month with the 

state public utilities commission, Pub- 
lic Service Electric & Gas Company sought 
a general increase in gas rates. It estimated 
that the proposal would bring in about 
$15 million annually in additional reve- 
nues or about $6.3 million after taxes. 

The company said the rise was required 
to obtain operating revenues sufficient to 
meet expenses, taxes, and fixed charges 


and provide a more adequate rate of re- 


New York 


Tribe Wins Court Stay 


HE Tuscarora Indians won a skirmish 
with the New York State Power Au- 
thority recently when a federal judge 
handed down an order temporarily ban- 
ning authority surveyors from Indian ter- 
ritory in upstate New York. 
The state has expropriated 1,383 acres, 
or about one-fifth, of the reservation the 


North 


Commission Reorganization 
ORTH CAROLINA’s Commission on Re- 


organization of State Government 


recently started looking into the question 
of whether to recommend that the mem- 
bership of the state utilities commission 
be reduced from five to three. 
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lature’s intent that exclusive area rights 
be granted and to do so would force 
Mississippi Power to violate franchise 
contracts it has in the six-county area; 
(2) co-operatives are tax-exempt and to 
grant the request asked by Singing River 
Electric Power Association of Lucedale 
would mean a reduction in tax revenue 
needed to pay for education, school build- 
ings, and teacher salaries. 


Jersey 


turn on the present fair value of the com- 
pany’s gas property. 

The last increase was in 1946 when 
charges for gas used for heating of build- 
ings and large industrial and commercial 
purposes were raised. There has been no 
general increase in gas rates in thirty- 
seven years, the company said. 

Public Service Co-ordinated Trans- 
port, a subsidiary of Public Service Elec- 
tric & Gas, is seeking an increase from 
12 to 15 cents in basic bus fares. 


Tuscaroras got from the federal govern- 
ment in 1924. About seven hundred In- 
dians live there. 

The State Power Authority wants to 
use the land for a reservoir. The Indians 
declare that the state has no business tak- 
ing the land that came from the federal 
government. 

The restraining order was signed by 
Judge Edmund L. Palmieri. 


Carolina 


Observers expect that the state commis- 
sion will make such a recommendation in 
its report prior to the 1959 state legisla- 
tive session, it was said. Governor Hodges 
recently expressed belief that three utili- 
ties commissioners could do the job and 
asked that the study group look into it. 
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Trends and Topics 


Low Fares for Student Transportation 


— fares for pupils riding to and from school have been widely accepted 
for many years. In some cases they may be justified on a cost basis. Full 
bus loads produce more income than light loads. But when reduced pupil fares 
are advocated as an aid to education, we may ask why people who have invested 
in the transit industry should be selected as the contributors. The financial 
difficulties of transit companies may call for a re-examination of the practice 
of granting special rates to students. 

The Missouri commission recently commented on this matter in authorizing 
increases for the Kansas City Public Service Company (22 PUR3d 282). The 
commission said it somewhat reluctantly approved the elimination of a reduced 
student fare. Such a reduced fare of some sort for students had been in effect 
for many years. The commission said further, however, that a reduced fare has 
little but tradition in its support. It was termed a form of “subsidy to the student 
rider” that the company at the time was in no position to make. 


Reasons for Lower Fares 


The Connecticut commission said that as a matter of public policy school 
fares should be retained at as low a level as possible since most families incur 
high costs during the time when their children are of school age and school 
children have no alternative transportation (94 PUR NS 140). Authority to 
increase school fares was denied in one case with the statement that their trans- 
portation needs were relatively constant and static, and if such increase were 
approved the resulting increase in revenue would be relatively small (98 PUR 
NS 81). : 

The Idaho commission refused to allow a traction company to put into 
effect a proposed increase in the rate for school tickets although the company 
was not earning a reasonable return, where it appeared that existing rates had 
given to many children the advantage of good schools which a higher rate 
might put beyond their reach (PUR1915D 742). The fare for school children 
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upon street railways, said the Illinois commission, should be kept as low as 
possible so that no obstacle will be placed in the way of the education of children 
of the poor (PUR1920E 474). The Utah commission, in establishing inter- 
urban rates to meet abnormal operating costs, refused to increase students’ fares, 
on the ground that the cause of education was of paramount importance to the 
communities served (PURI1919A 235). 

The Maine commission did not believe that a street railway company should 
be permitted to secure needed additional revenue by discontinuing the sale of 
reduced rate school tickets. It appeared that the practice of granting such rates 
was a matter of statewide public policy which had influenced many families in 
residential and other plans (PUR1918E 681). The commission, in one case, 
allowed a lower rate for transportation of school children by a state ferry where 
the effect would be of no particular financial consequence (PUR1921B 363). 

The California commission expressed the opinion that in the public interest 
school fares should be maintained at the lowest reasonable level consistent 
with the maintenance of necessary service (4 PUR3d 129). The commission, 
in an earlier case, noted that common carriers had authority to reduce rates 
to school children attending institutions of learning and no authority was 
necessary from the commission to adjust such rates (PUR1925A 817). 

A street railway. company was permitted by the Arizona commission to 
establish reduced fares for school children when justified by operating condi- 
tions (PUR1926A 671). Reduced fares were also authorized by the Georgia 
commission (PUR1928A 830). The Massachusetts commission denied an 
increase in pupils’ transit fares in view of the commission policy to fix such 
fares at one-half of adult fares (95 PUR NS 223). 

The New Jersey commission ruled that the mere fact that private business 
schools were operated for profit did not entitle a railway company to discon- 
tinue the sale of reduced rate tickets to pupils attending such a school 
(PURI916A 437). 

A transit company was authorized by the Minnesota commission to substi- 
tute identification cards for reduced fares, in lieu of nontransferable strip 
tickets for school children, on the ground that limitations on the form of 
reduced fare were difficult to enforce, that the printing, distribution, and 
accounting were expensive and complicated, and that issuance of the cards 
would yield as much revenue but would be a savings to the company and would 
relieve school authorities of a considerable amount of detail work (25 PUR 


NS 328). 


Objections to Reduced Fares 


The New Hampshire commission, in an early case, recommended that an 
interurban railroad give a reduced rate to school children to prevent the loss 
of those patrons where operating expenses would remain the same whether 
this patronage were retained or not (PUR1917A 255). But later the commis- 
sion expressed the opinion that, assuming the commission had power, it would 
be unreasonable and inequitable to require a railroad company to carry school 
children at less than the regular rates (PUR1919A 855). The commission said 
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that the public, rather than railroads, should bear whatever burden may be 
necessary to convey pupils at a cost which will enable them to attend school. 
It considered reductions in fares to school children discriminatory as a special 
rate to a special class (PUR1924E 646). 

The Montana commission, in an early decision, said that a reduced fare 
to school children created an unjust discrimination for the benefit of a particular 
class (PUR1921C 857). But more recently, reduced rates for students attend- 
ing high schools and business colleges, upon presentation of an identification 
card, were approved (46 PUR NS 125). 

A Maryland court ruled that an order requiring a company to establish 
3-cent ticket fares for children and not to charge increased fares was arbitrary 
and unlawful when no provision was made for fare increases to offset addi- 
tional losses to be incurred by the decrease in fares for school children. The 
court said it is not per se unreasonable for a transportation company to charge 
either the same or different fares for school children as for adults (76 PUR 
NS 142). Later the Maryland commission, in a proceeding in which it granted 
increased transit fares, said it was reluctant to see the Maryland school fare 
for the first zone increase to 10 cents, especially in view of the fact that just 
over the District of Columbia line the school fare of the same company con- 
tinued to be 3 cents (96 PUR NS 24). 

The Nebraska commission, although approving reduced fares in some cases 
(PUR1930D 282), decided in one case that no reduction should be made for 
school children when they are required to arrive and depart from the different 
schools at such hours that no traffic advantage exists (PUR1925D 744). The 
Washington commission decided that a 10-cent children’s fare for suburban bus 
service was properly substituted for a 5-cent school rate where three school 
buses served the same area and the school tickets were used for other than 
school rides (35 PUR NS 512). 

Although lower fares have been approved by the Wisconsin commission 
(PUR1916D 960; PUR1932B 351), elimination of the use of school tickets 
and monthly books on a street railway was authorized where special trip service 
was required to handle the student riding and the costs were in excess of the 
average cost for regular trip service (PUR1926B 6). 





Review of Current Cases 


Tax Deferrals Disallowed and Payments to Subsidiary 
Adjusted for Rate-making Purposes 


‘| = North Dakota commission ad- 

justed an electric company’s operat- 
ing expense to exclude the sum of $175,- 
421, representing tax deferrals not actu- 
ally paid. The commission concluded that 
the deferrals were an improper charge to 


expense, but made it clear that the finding 
in the instant case was not to be construed 
as a precedent to be followed in other 
cases. Each case is entitled to separate con- 
sideration of such question, the commis- 
sion noted. 
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The commission was of the opinion that 
in instances where the accruals in the ac- 
count, stemming from a utility’s election 
to use liberalized depreciation in accord- 
ance with §§ 167 and 168 of the Internal 
Revenue Code, would be so large as to 
create significant discrimination between 
present and future ratepayers, it might 
well be desirable to permit the annual 
accruals in the account to be charged as 
an expense for rate-making purposes and 
direct the balance of such account at the 
end of the period to be credited in equal 
annual instalments against income taxes 
actually incurred for the remaining life of 
the asset. In such event, some provision 
should properly be made to credit the rate- 
payers furnishing the fund with the value 
of its use. 

Where, however, as in the instant case, 
the amount to be accrued is not of such 
proportion as to create significant dis- 
crimination between the two groups of 
ratepayers, the commission questioned 
whether it was desirable to set up such 
an account that would run for a period 
of years, would require adjustment for the 
use of the fund, and would require sur- 
veillance of the account for a quarter of a 
century. 

In the present case, the annual deferrals 
of $162,238, resulting from accelerated 
amortization under § 168, would accumu- 
late $811,190 at the end of the 5-year 
period. The average life of the facility was 
thirty-one years, so that the balance 
would, under the formula allowing such 
procedure, result in a credit to future 
ratepayers against the income taxes dur- 
ing the next twenty-six years at the rate 
of $31,200 annually for the 39,042 patrons 
of the company. 

The commission noted that if it were to 
allow the deferred tax as an expense it 
would then be obliged to assign a value 
to the use of the accruals as a credit to 
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expense. The average balance in the ac- 
count of such accruals for the five years 
following 1956 was $698,975. Since this 
amount might be used to displace capital 
requirements it would be fairly entitled to 
an annual value of 54 per cent, the amount 
the company claimed as a fair rate of re- 
turn in the case. This was $38,444 per 
year which should be deducted from ex- 
pense. In addition, the ratepayers would 
be entitled to the use of the annual balance 
in such fund until consumed in 1985. 


Parent-subsidiary Transactions 


A coal mining company, 100 per cent 
owned by the electric company, sold 45 
per cent of its total production to the util- 
ity at a substantial profit. Transactions be- 
tween a utility and its subsidiaries, com- 
mented the commission, especially where 
the subsidiary is a supplier of services or 
materials, require close scrutiny because 
they are not arm’s-length transactions. 
The commission is authorized to require 
proof that no unreasonable profit is being 
made in the sale of materials or services. 

The company contended that the price 
of coal sold it by the subsidiary was low 
in comparison with other coal prices, and 
that the company was not discriminating 
between customers. The commission did 
not believe such considerations controlling 
against the proof in the record that the 
company was deriving an excessively high 
profit from coal which it was actually sell- 
ing to itself through its subsidiary. 

The commission adjusted the company’s 
profit inuring to it from the sales to it of 
coal by its 100 per cent owned subsidiary 
to reflect to nonutility income a fair return 
and to set over the balance of such profit 
to utility income. 


Merchandising Expense Allocations 
The company had contended that space 
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used for, and service performed for, its 
merchandising and jobbing operation were 
excess, and that therefore no charge 
should be made against the merchandising 
department. The commission did not 
agree. Ratepayers should not be required 
to supply the company with retail stock 
display space, storage space, janitor serv- 
ice, heating, lighting, repair, maintenance, 
and office facilities incident to the opera- 
tion of 23 retail electric appliance stores in 
the state, the commission said. 

Since the company had not produced 
any evidence or statistics to show the 
amount of such space or services, it was 
necessary for the commission to make a 
reasonable allocation. The commission 
concluded that the overall value of the 
space and services devoted to merchandis- 
ing and jobbing should be equivalent to 
10 per cent of sales. 


Miscellaneous Considerations 


The company was presently earning a 
return of 5.71 per cent, which the com- 
mission considered within the zone of 
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reasonableness. The fact that the company 
had increased surplus substantially in re- 
cent years, while at the same time raising 
large amounts of fresh capital indicated 
the general financial soundness of opera- 
tions and that returns had been adequate. 
The requested increase was denied. 

Plant under construction and contribu- 
tions in aid of construction were excluded 
from the rate base. Working capital and 
materials and supplies allowance was ad- 
justed to reflect tax accruals available for 
the purpose. 

The commission noted that the employ- 
ment of a year-end rate base for the pur- 
pose of figuring the return is unfair to the 
ratepayer because it results in his being 
required to pay the rate of return on a 
facility that has been in use only for one 
month of a period of twelve months. Net 
average investment is commonly accepted 
as a fair valuation of rate base, the com- 
mission pointed out. Depreciation was also 
adjusted to reflect charges against average 
plant, instead of against plant in service at 
year end. Re Montana-Dakota Utilities 
Co. Case No. 5576, January 24, 1958. 


Economic Depreciation and Tax Normalization Issues 
Decided in Telephone Rate Case 


A RATE increase granted by the Wyo- 
ming commission to United Tele- 
phone Company of the West will produce 
about one-half of additional revenues re- 
quested. According to the commission’s 
computation, the company can now expect 
to earn a rate of return of 6.65 per cent 
on an average net original cost rate base. 

United asked for a 7.25 per cent rate of 
return, which the commission considered 
unduly high. The present return of 4.78 
per cent, however, was said to be “on the 
low side of what we consider a fair rate 
of return . . . under present economic con- 
ditions.” In allowing 6.65 per cent the 
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commission took into consideration the 
company’s debt ratio of 51 per cent, a 
composite cost of debt capital of 2.36 
per cent, a return of 11.17 per cent on 
equity capital, and a pay-out ratio of 70.18 
per cent. Telephone plant had been ex- 
panded nearly threefold since 1950. While 
many new stations were added during this 
period, high construction and operating 
costs have eroded away the rate of return 
on investment. 


Rate Comparisons and Rate Base 


Protesting parties objected to the pro- 
posed rate increase on the ground that the 
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company’s rates in Nebraska were lower 
than in Wyoming. The commission ob- 
served that a rate structure is not fixed for 
a utility by comparing rates with those it 
charges in other states, since any differen- 
tial is relatively unimportant where, as 
here, no similarity in operation is shown. 
A utility may render an entirely different 
grade or class of service in different juris- 
dictions, and its plant facilities as well as 
its rate of return may be different. 
Furthermore, the source of operating reve- 
nues—urban or rural—is important, along 
with population density of service areas, 
state taxes, and toll revenues. 

Year-end investment and operating fig- 
ures were adopted in view of United’s ris- 
ing operating costs, its rapid expansion of 
plant, and the high cost of new capital 
needed to finance further construction. 
The commission reduced the claim for 
cash working capital by the amount of 
tax accruals available for use in business 


operation. 


Economic Depreciation 


In addition to depreciation on the origi- 
nal cost of property, United sought a 
further allowance “necessary to return to 
the company the present value of its capi- 
tal consumed in the furnishing of service” 
since 1941. This increment would be set 
up as a capital reserve, separate and apart 
from the depreciation reserve, and would 
be considered as additional capital invested 
in the business to be prorated between debt 
and equity capital. 

The company thought it should be per- 
mitted to earn a return on the portion 
allocated to equity. It argued that stock- 
holders do not recover the full amount of 
their investment when it is returned to 
them through depreciation charges meas- 
ured in current dollars. Doilar units used 
to measure the recovery of capital, it was 
said, are entirely unrealistic. 
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The commission disagreed with these 
views. To allow the company to create 
such a capital reserve and earn a return on 
it would force subscribers to pay a return 
on capital which they have themselves con- 
tributed, the commission declared. In de- 
termining revenue requirements, only de- 
preciation charges based on the original 
cost of depreciable property should be con- 
sidered. The commission agreed with a 
Michigan decision which held that rates 
founded upon such additional depreciation 
would involve an involuntary contribution 
of capital by customers. Present custom- 
ers, said the decision, should not be re- 
quired to provide plant to serve future cus- 
tomers. 


Normalization of Taxes 


The commission authorized United to 
normalize the tax effect of accelerated de- 
preciation taken under § 167 of the In- 
ternal Revenue Code of 1954. Normaliza- 
tion of accelerated depreciation, the com- 
pany pointed out, eliminates fluctuations 
in rates which might occur as a result of 
varying income tax payments. At the same 
time normalization permits the utility to 
retain for plant expansion capital gener- 
ated by accelerated depreciation. 

The effect of the provisions of the code 
is to allow a utility to borrow future tax 
depreciation allowances in computing cur- 
rent taxes, the commission noted. A defi- 
nite future tax liability, however, rather 
than a tax saving, is created; there is 
merely a postponement of the tax pay- 
ment. Interest-free capital thus made avail- 
able benefits both the utility and its cus- 
tomers. If utilities were denied the same 
tax benefits which unregulated businesses 
enjoy, the purpose of the statute would be 
frustrated and a discrimination allowed, 
the commission declared. Re United 
Teleph. Co. of the West, Docket No. 9148, 
Sub 1, March 24, 1958. 
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Commission Rules on Accelerated Depreciation, 
Condemnation Expense, and Allocation Methods 


} he California commission, in a water 
rate proceeding, recognized acceler- 
ated depreciation under § 167 of the In- 
ternal Revenue Code by allowing the ac- 
tual taxes paid as an expense item. While 
the commission had not yet reached defi- 
nite conclusions on the overall problem, it 
found it to be fair and reasonable, for the 
purposes of the instant case, to recognize 
current tax computations resulting from 
use of the sum-of-the-years digits method. 
The company had testified that it would 
abandon its past position with respect to 
the method of calculating depreciation by 
the sum-of-the-years digits method and 
return to the straight-line basis if the com- 
mission should render its decision on a 
basis on which the company would gain no 
advantage from acceleration. The commis- 
sion pointed out that if the company 
sought to return to the straight-line 
method, it must obtain the approval of the 
Internal Revenue Service. The commis- 
sion would then fully evaluate the effect 
on customers of the isolation for federal 
income tax purposes of depreciable plant 
existing prior to January 1, 1954, due to 
management’s initial election. 


Condemnation Expenses 


The company had sought to include in 
its estimate of operating expenses an al- 
lowance to amortize, over a 5-year period, 
engineering and legal fees occasioned by a 
city’s action to fix compensation for cer- 
tain of the company’s properties. The com- 
mission excluded such an allowance. 

The risk of having to defend against 
condemnation is a risk arising from own- 
ership of land and other tangible property, 
pointed out the commission. It is a risk 
of pecuniary damage to which all owners 
of property are subject. It is not a risk 


peculiar to public utility operations. 

Ratepayers may properly be called upon 
to provide revenues which will meet the 
expenses of doing business plus a fair re- 
turn upon the property devoted to public 
use. Such expenses include, among others, 
those attributable to damage claims and 
suits which are risks arising out of the 
doing of business. They should not in- 
clude, in the commission’s opinion, com- 
pensation for the risks arising out of the 
mere ownership of property. The com- 
pany’s shareholders are the owners of the 
property, not the ratepayers, and the risk 
should be on the shareholders. 


Allocation Methods 


The problem of fairly allocating a num- 
ber of expense items between various 
phases of operations, as well as among its 
affiliates, was taken up by the commission. 
The company, in preparing its estimates, 
had adopted what it thought to be the 
desired method, using four factors, one of 
which was the number of employees. The 
commission’s staff also used a 4-factor 
method but instead of using the number of 
employees as a factor, used payroll records 
for the purpose of giving weight to the 
number of man-hours expended in the 
service of particular corporations, depart- 
ments, districts, and affiliates. 

Either method may normally produce 
an acceptable result if consistently fol- 
lowed in all rate proceedings involving a 
particular utility. But where a utility has 
affiliates which themselves have no em- 
ployees and where the utility actually per- 
forms services for such affiliates with its 
employees, the use of the number of em- 
ployees as one factor presents a distorted 
and unrealistic picture. The staff method 
was adopted. 
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Rate Base and Return 


In estimating its depreciated rate base 
for the test years, the company had used 
an arithmetical average of the dollar 
amount of beginning and end-of-year 
plant. The commission’s staff had 
weighted additions to plant in accordance 
with the operative dates of the additions 
and had taken into account the length of 
time interest during construction would be 
accrued by the company. 

The company’s method included in the 


rate base dollar amounts of plant upon 
which interest during construction had ac- 
crued. By so doing, said the commission, 
a duplicate return on capital resulted. Such 
a method was erroneous. The staff com- 
putation was adopted. 

A return of 6.5 per cent was considered 
fair and reasonable, and increased rates 
which would enable the company to realize 
such a return were authorized. Re Citizens 
Utilities Co. of California, Decision No, 
56345, Application Nos. 38662, 38663, 
March 11, 1958. 


Inflation Recognized in Fixing Rates Adequate to 
Attract Capital to Meet Service Requirements 


HE Indiana commission, after an ex- 

tensive discussion of the impact of 
inflation and various theories and methods 
of recognizing this factor in rate making, 
determined the earnings requirement of a 
telephone company necessary to provide 
for the cost of servicing funded debt suffi- 
cient to render a return upon the common 
stock equity and permit the company to 
attract equity capital. The commission es- 
tablished a rate base at $880,089 after tak- 
ing into consideration reproduction costs 
at current prices and other bases of valua- 
tion, and it allowed net operating earnings 
of $64,246, which would produce a rate of 
return of 7.3 per cent. 


Rates in Relation to Service Adequacy 


It appeared that service rendered in one 
exchange area was not reasonably ade- 
quate, and the commission said that the 
company should not be allowed to increase 
rates and charges there until such time as 
service is made reasonably adequate and 
the same should be inspected by the engi- 
neering department of the commission and 
certified to the commission. 

The commission was also of the opinion 
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that no telephone utility can render rea- 
sonably adequate service with more than 
ten subscribers on any line. The company 
was directed to take steps necessary to cor- 
rect any such condition in any and all of 
its exchange areas, and it was provided 
that no increase in rates should be per- 
mitted to any subscriber so long as such 
subscriber is being given service on a line 
with more than ten parties. 

The evidence showed that some sub- 
scribers did not have sufficient knowledge 
of the physical limitations of their tele- 
phone instruments; that the removal of 
a receiver of a telephone instrument on 
automatic dial equipment prohibits the use 
of the telephone by any and all other sub- 
scribers on the same line. The commission 
said that the company should immediately 
institute an educational program in any 
of its exchange areas where such trouble 
exists, informing subscribers on_ the 
proper use of their respective telephones. 
Further, the company should take dis- 
ciplinary action against any subscriber 
who persists in leaving the telephone in- 
strument off the hook, thereby impairing 
service of others on the same line. 
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Methods of Dealing with Inflation 


The commission considered reproduc- 
tion and other factors in fixing the rate 
base, analyzed methods suggested, includ- 
ing reproduction cost theories, use of eco- 
nomic depreciation, and dollar earnings re- 
quired to attract investment. One of the 
principal weaknesses of the reproduction 
theory or method, said the commission, is 
that its advocates “neglect to restate any 
other items on the balance sheet.” The 
commission mentioned retained surplus, 


funded debt, and net operating income for 
past years. 

The commission said that regardless of 
the method used, all computations start 
with original cost. If this cost is adjusted 
to produce a high rate base, the rate of 
return may be less, but “the end result is 
the same.” 

The Indiana commission raised the 
question whether this was a “backdoor 
method” without publicizing a high rate 
of return. Re Midwest Teleph. Co., Inc. 
No. 27409, March 7, 1958. 


Failure to Meet Directive of Procedural Rule Does 
Not Defeat Right to Seek Rehearing 


Mo7exs to dismiss a petition for re- 
view of an order of the Federal 
Power Commission were denied by a fed- 
eral court although there had not been 
strict compliance with the commission’s 
rules relating to the time for filing an ap- 
plication for rehearing. The case was re- 


manded to the commission so that it might 
file, consider, and rule upon the application 
for rehearing and also make additional 
findings and enter any further order it 
might deem proper. 

The party seeking review prepared its 
application for rehearing and on July 27, 
1956, mailed the original and fourteen 
copies to the commission, precisely as 
specified by Rule 1.15(b). On the same 
day it mailed a single copy of the applica- 
tion to the commission’s general counsel, 
which was received by him July 30th at 
the offices of the commission. This was in 
time under the rule since July 29th, which 
was the last day for filing, fell ona Sun- 
day. 

The original application and fourteen 
copies, however, did not reach the com- 
mission until August 2nd. The delay was 


due to the fact that through clerical in- 
advertence the envelope addressed to the 
commission was sent by fourth-class mail. 

The commission, said the court, was 
seasonably put on notice that the company 
sought rehearing when its general counsel 
received a copy of the application. Never- 
theless, it returned the original and the 
fourteen copies as having been “submitted 
beyond the 30-day period provided in § 
19(a) of the Natural Gas Act.” 

The court did not agree with a conten- 
tion that failure to fulfill the literal pro- 
cedural requirement of the rule requiring 
the service of an original and fourteen con- 
formed copies was, as a matter of law, a 
fatal jurisdictional defect. The application 
within the statutory period had reached 
the general counsel of the commission, the 
official in charge of the proceedings. The 
commission had expressly retained author- 
ity in its rule to waive exact compliance 
with its own procedural requirement and 
it could not “oust itself of jurisdiction” 
on the facts shown. Dayton Power & 
Light Co. v. Federal Power Commission 
et al. 251 F2d 875. 
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Short Supply Justifies Refusal to Extend Service Area 


ene Utah commission properly denied 
the petition of a property owner to 
compel a water company to provide service 
to a proposed new subdivision. The com- 
mission had found that the subdivision 
would be located outside the company’s 
service territory. 

The commission further found that the 
company would not have sufficient water 
to provide for the present and future needs 
of its territory if it began supplying out- 
side requirements. 

The complaining property owner 
argued that the precise boundaries of the 
company’s service area were uncertain and 
that the company was obliged to serve his 
property because it was “reasonably with- 
in the service area.” The court noted that 
this issue had been set at rest by the com- 
mission’s finding that the property was in 
fact not within the service area. Since this 
finding was supported by evidence, it 
could not be disturbed. 


3 


It was also contended that the company 
was estopped to refuse service to the com- 
plainant, on the ground that a company 
officer had stated in a letter to the state 
board of health that the subdivision was 
within the service territory and that the 
company could adequately serve it. The 
court rejected the contention. 

If a utility could obligate itself by es- 
toppel to spread its services beyond its 
committed area, a means would exist to 
circumvent regulatory control. In view of 
the public interest in regulation, said the 
court, the doctrine of estoppel would not 
apply under such circumstances. Further- 
more, in this case the complainant was 
aware that service could not be made 
available except upon approval by the 
commission, so that he could not have rea- 
sonably relied upon the assurance of serv- 
ice as stated in the letter, an essential to 
estoppel. McMullin et al. v. Utah Pub. 
Service Commission et al. 320 P2d 1107. 


Court Lacks Power to Enjoin Commission Order 
Before Decision on Merits 


7 HE New Mexico supreme court ruled 
that a state district court had no au- 
thority to stay an order of the commission 
granting operating authority to a carrier. 
A protesting carrier, asserting irreparable 
injury, had asked the district court to en- 
join the commission’s action pending de- 
termination by the court as to the rea- 
sonableness of the order. The commission 
and the applicant applied to the supreme 
court to restrain the district judge from 
granting the requested relief. 

In view of a provision of the state Con- 
stitution dividing state power among the 
executive, legislative, and judicial depart- 
ments, the district court had no jurisdic- 
tion to grant the injunction. The commis- 
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sion is an administrative board exercising 
a legislative function, and its orders may 
be enjoined only when the record shows 
that they are unreasonable or unlawful. In 
determining whether an order is reason- 
able and lawful, the court is limited to a 
consideration of the record made before 
the commission. 

Two justices dissented, declaring that 
the separation of powers provision has 
nothing to do with the injunction power 
invoked in this case. The power was said 
to be inherent in the court’s nature and 
indispensable to the proper administration 
of justice in cases coming before it. New 
Mexico ex rel. State Corporation Commis- 
sion et al. v. McCulloh, 321 P2d 207. 
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Proxy Solicitation Material Approved Subject to 
Amendment 


oo ELeEctric CoMPANY, a holding 
company, received Securities and 
Exchange Commission approval of its 
proposed proxy solicitation material, pro- 
vided that it be amended in certain speci- 
fied respects. The company was seeking 
stockholder approval of an amendment to 
its articles of incorporation to provide for 
an increase in the authorized shares of 
common stock. 

One stockholder objected to the solicita- 
tion material. His objections related prin- 
cipally to inclusion or exclusion of state- 
ments relating to proposals which he had 
made. 


Objections to Stock Increase Material 


The stockholder, J. Raymond Dyer, ob- 
jected to the failure of the proxy state- 
ment to include financial statements. He 
also objected to the management’s asser- 


tion that financial statements were not in- 
cluded in the proxy material because they 
were not deemed necessary for the exercise 
of prudent judgment on the proposed 
amendment. The commission rejected this 
objection in view of its rule that financial 
statements are not deemed material and 
may be omitted in cases involving the au- 
thorization or issuance of common stock, 
otherwise than in exchange. 

The material in support of the com- 
pany’s proposal to increase the authorized 
common stock explained the existing limi- 
tations on pre-emptive rights of stockhold- 
ers as required by proxy rules. Mr. Dyer 
objected to the failure to state additionally 
that these limitations may be amended by 
a vote of the stockholders. Such a state- 
ment is not required by the rules and its 
omission was not deemed to be misleading 
in violation of the existing rules. The com- 
mission could find no implication in the 


proxy statement that the present provi- 
sions of the articles of incorporation with 
respect to pre-emptive rights might not be 
amended. 

Mr. Dyer offered for inclusion in the 
company’s proxy statement a statement of 
his own opposing the management’s pro- 
posal to increase the common stock. This 
was rejected, however, the commission 
saying that its proxy rules contained no 
provisions requiring management to in- 
clude such opposition statements by stock- 
holders in its proxy material. No special 
circumstances were shown in this case to 
justify making exceptions. 


Amendment of Bylaws 


The company included in its material a 
proposal by Mr. Dyer to amend the by- 
laws “so as to render invalid, for use at 
any stockholders’ meeting, any proxy bal- 
lot that restricts the right of the stock- 
holder signing the same to vote for or 
against any proposition, or to refrain from 
voting thereon.” He objected to two sen- 
tences in the company’s opposition state- 
ment. 

The first of these states: “A substantial 
number of stockholders who send in their 
signed proxies without specifying a choice 
would be disenfranchised from voting on 
proposals if such authority were not con- 
ferred upon their appointed agents.” The 
commission found no basis for this state- 
ment, saying that a form of proxy permit- 
ting a stockholder to vote for or against 
any proposition or to refrain from voting 
on it would clearly not disenfranchise the 
stockholder. Therefore it required this sen- 
tence to be omitted from the proxy state- 
ment. 

Mr. Dyer also objected to the statement 
that his proposal was “an unwarranted at- 
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tempt to interfere with the individual 
rights of stockholders in delegating au- 
thority to those whom they are willing to 
appoint as their proxy agents at stockhold- 
ers’ meetings.” It appeared to the commis- 
sion that in the context of his statement in 
support of the proposal and the remainder 
of the management’s statement in opposi- 
tion, the statement in question was within 
the permissible range of advocacy. 


Minor Stockholders 


Another omitted Dyer proposal would 
amend the bylaws to provide that the 
company accord to the father, mother, or 
guardian of a minor stockholder all rights 
incident to stock ownership that it accords 
stockholders who have reached their ma- 
jority. The management presented an 
opinion of counsel citing statutory author- 
ity that the according of such rights would 
be contrary to law. The commission found 


that the proposal was not a proper subject 
for stockholder action and that the pro- 
posal might therefore be omitted from its 
proxy material. 

A further proposal by the stockholder 
would amend the bylaw which provides 
that a stockholder may vote in person or 
by proxy to further provide “whether or 
not such holder of record be a minor, and 
all such stockholders may exercise all 
other of their stock rights by power of at- 
torney.” The St. Louis court of appeals 
has recently held in litigation between Mr. 
Dyer and Union that a minor cannot ap- 
point an agent under the laws of Missouri. 
The commission held that on the record 
before it this proposal was not a proper 
subject for stockholder action under the 
laws of the domicile of Union, and that, 
therefore, management might omit it from 
the material. Re Union Electric Co. File 
No. 68-169, Release No. 13710, March 
21, 1958. 


Commission Unsympathetic to Rule Violators 


HE Missouri commission dismissed 

the application of a heating contrac- 
tor, on behalf of certain individuals, re- 
questing that the commission require a 
gas company to issue residence space-heat- 
ing permits. The company had refused to 
do so on the ground that the individuals 
concerned had disregarded rules and regu- 
lations by not making a permit application 


to the company and waiting until their 


turn came. 

The commission was of the opinion that 
it is absolutely necessary that regulations 
be enforced regarding the use of gas for 
space heating when the supply is limited 
and the demand is great. The fact that the 
company had issued gas permits to some 
of its employees by virtue of labor negotia- 
tions did not alter the first-come-first- 
served rule respecting such applications, 
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and was not considered unduly discrimina- 
tory against gas users generally. The pri- 
ority given employees of the company was 
deemed necessary to maintain good rela- 
tions. The rules and regulations had been 
advertised sufficiently so that all interested 
parties should have been fully advised as 
to their rights in obtaining gas. With such 
knowledge, the individuals took the matter 
in their own hands. Should the commis- 
sion require the company to issue the 
permits, the individuals would be given a 
preference to which they were not entitled 
because they had been responsible for the 
dilemma in which they found themselves. 
In addition, it would be an invitation for 
other violations. 

There is an old legal maxim applicable 
to parties acting upon the representations 
made by the heating contractor, said the 
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commission; namely, ““You ought to know 
with whom you are dealing.” Ward- 


Birner, Inc. et al. v. Laclede Gas Co. Case 
No. 13,805, March 25, 1958. 


Burden upon Carrier to Prove Charges for Service 


A FEDERAL court of appeals sustained a 
lower court judgment in favor of the 
United States against a motor carrier for 
overcharges. The carrier failed to sustain 
its burden of proof that it was entitled to 
compensation for extra service, in addition 
to service indicated on the bills of lading, 
for which it had received payment. 

The carrier had transported goods for 
the government under a contract provid- 
ing for compensation at motor carrier 
rates but not exceeding rail rates “between 
the same points.” The carrier received 
payment for transportation to a govern- 
ment depot near the city limits of New- 


port, Rhode Island. Rail rates to the rail- 
road freight station five miles short of the 
government depot proved to be less, and 
the government sued to recover the over- 
payment. It was held that the word 
“points,” as used in the contract, included 
any point in the city limits of Newport, so 
that the carrier had legally agreed, perhaps 
improvidently, to provide transportation 
to the government depot. The lower rail 
rates therefore applied, and the carrier 
was not entitled to compensation for the 
added distance. Benjamin Motor Express, 
Inc. v. United States of America, 251 F2d 
547. 


Increasing Losses and Declining Patronage 
Justify Discontinuance of Trains 


t b= Baltimore & Ohio Railroad 
Company won approval from the 
Maryland commission to discontinue pas- 
senger train service between Baltimore, 
Aberdeen, and Aiken, Maryland. The rail- 
road’s through passenger train service be- 
tween Baltimore and Washington and the 
West will be continued. Freight service re- 
mains unchanged. 

The company showed a large operating 
loss on this intrastate passenger service. 
It appeared that the deficit would continue 
to increase as a result of sharply diminish- 
ing - patronage, already small, together 
with rising operating costs. Alternative 
passenger service is provided by the Penn- 
sylvania Railroad, motorbus carriers, air- 
lines, and highways. 

The Maryland court of appeals, it was 
noted, has recognized that a railroad does 
not irrevocably or absolutely devote its 


property to the public use, but only upon 
condition that the public supply sufficient 
traffic on a reasonable rate basis to yield 
a fair return. If further operation will re- 
sult in loss, a company may discontinue 
service and salvage whatever it can from 
its property. To compel a railroad to con- 
tinue at a loss, it was said, amounts to the 
taking of property without just compensa- 
tion. A common carrier cannot be com- 
pelled to carry on even a branch of its 
business in an unbusinesslike way with re- 
sulting loss, unless it is necessary for the 
fulfillment of corporate duties. It was held 
that if one branch of service is unprofit- 
able, it would be neither good business nor 
justice to compel a railroad to continue that 
branch merely because the loss can be off- 
set by profit on the rest of the service. Re 
Baltimore & O. R. Co. Case No. 5544, 
Order No. 53314, March 19, 1958. 
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Two Times Local Haul Equals One-half of 
Interstate Fare 


i Neier New Jersey commission approved 
a fare increase for the Hudson & 
Manhattan Railroad, concluding that 12 
cents would be a just and reasonable fare. 
The trustee had requested a 15-cent fare, 
but the commission noted that the average 
interstate haul was almost twice that of the 
average intrastate haul. The commission 
had approved, in a previous proceeding, a 
10-cent fare when the interstate local fare 
was 20 cents. Now, with the interstate 
local fare 25 cents, the commission con- 


sidered the proposed 15-cent intrastate 
fare unduly discriminatory against intra- 
state riders. 

A fair value rate base, which the trustee 
had failed to establish, was not required 
to be proved in the instant case, held the 
commission. The record established that 
the existing fares did not, and the pro- 
posed increases would not, meet the direct 
operating expenses of the intrastate serv- 
ice in question. Re Hudson & M. R. Co. 
Docket No. 10257, March 20, 1958. 





Other Recent Rulings 


Bond Issue. Consolidated Edison Com- 
pany of New York, Inc., obtained author- 
ity from the New York commission to is- 
sue at competitive bidding $50 million of 


first and refunding mortgage bonds to 
meet construction costs, with a consequent 
increase in its debt ratio to 60.8 per cent. 
Re Consolidated Edison Co. of New York, 
Inc. Case 18805, March 7, 1958. 


Transit Operating Ratio. Rochester 
Transit Corporation gained the New 
York commission’s approval of rates esti- 
mated to afford a ratio of operating ex- 
penses to operating income of 94.9 per 
cent before income taxes and 97.3 per cent 
after income taxes, with a rate of return 
of about 8 per cent on average book value 
of operating property. Re Rochester 
Transit Corp. Case 18702, March 7, 1958. 


Hearing Justified. The Arizona supreme 
court held that a railroad was entitled to 
a hearing on the question of whether there 
still existed a substantially hazardous 
crossing condition justifying a commis- 
sion order directing the installation of de- 
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vices at the railroad’s sole expense where, 
three years previously, the commission had 
directed the railroad to install warning 
signals at a crossing and the court, on ap- 
peal, had determined that the commission 
could not condition such an order upon 
payment by the county of one-half of the 
cost. Southern P. Co. v. Arizona Corp. 
Commission, 321 P2d 224. 


Certificate Transfer. The Utah supreme 
court held that the question of public con- 
venience and necessity is not an issue in 
a proceeding involving the transfer of a 
motor carrier certificate, since it is pre- 
sumed that such necessity was determined 
when the original certificate was issued. 
Morris (Martian Delivery Service et al.) 
v. Utah Pub. Service Commission et al. 
321 P2d 644. 


Crossing Jurisdiction. The Indiana 
supreme court held that the fact that a 
town board had acted first in passing an 
ordinance requiring warning signals at 
railroad crossings did not deprive the com- 
mission of jurisdiction to require signals. 
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New York C. R. Co. v. Indiana Pub. Serv- 
ice Commission et al. 147 NE2d 547. 


Liability for Damages. The Missouri 
supreme court held that a telephone com- 
pany which receives notice from a sub- 
scriber of a fire in the subscriber’s home 
but negligently fails to connect his tele- 
phone with the fire department is liable for 
damage caused by the delay. Jennings v. 
Southwestern Bell Teleph. Co., Inc. 307 
SIV2d 464. 


Standard Toll Rate Charges. The 
Indiana commission ordered the elimina- 
tion of flat rate charges between two ex- 
changes and substitution of standard toll 
rate charges in lieu thereof upon a show- 
ing that the standard toll rate charges 
would eliminate discrimination, improve 
service, and be in the public interest. Re 
Citizens Teleph. Co. No. 27412, January 
31, 758. 


Automatic Protection for Crossings. 
The New York commission authorized 
four railroads to substitute standard flash- 
ing light signals with electrically operated 
short-arm street gates at eight crossings 
in the business district of a city, on the 
ground that automatic protection was 
superior to manual protection, but it 
ordered that a watchman be maintained at 
another crossing in order to control more 
effectively the street vehicular traffic 
congestion. Re New York C. R. Co. Case 
18554, February 17, 1958. 


Rail Freight Rates Up. The Missouri 
commission authorized an increase in in- 
trastate rail freight rates equal to that 
granted in mid-1957 by the Interstate 
Commerce Commission for western terri- 
tory, in order to permit intrastate opera- 
tions to share proportionately in the rail- 
roads’ rising costs. Re Railroad Freight 
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Rates and Charges, Case No. 13,778, 
March 7, 1958. 


Agency Station Closed. The Missouri 
commission approved the substitution of 
caretaker service for a railroad agency sta- 
tion in a small community where the 
change would occasion no serious public 
inconvenience, even though the station had 
returned a small net income for the pre- 
ceding 3-year period. Re Missouri P. R. 
Co. Case No. 13,840, March 3, 1958. 


Private Carrier Permit Granted. In 
granting a private motor carrier permit, 
the Colorado commission observed that 
proof of public convenience and necessity 
is not a necessary element in the granting 
of such authority, it appearing that the 
proposed service would not impair the op- 
erations of existing common carriers. Re 
Wolpo (Fran-Wol Crystal Co.) Applica- 
tion No. 16091-PP, Decision No. 49766, 
March 5, 1958. 


Proper Procedure. The United States 
Supreme Court held that an alleged error 
in a grandfather permit could not be raised 
by way of defense to a charge by the Inter- 
state Commerce Commission of permit 
violation, since the permit could not be 
collaterally attacked; the proper recourse 
of a motor carrier was to petition the com- 
mission to reopen the grandfather pro- 
ceedings. Nelson, Inc. v. United States et 
al. 2 L ed 2d 484. 


Court Jurisdiction. The United States 
court of appeals held that the district court 
had jurisdiction to determine the legality 
or illegality of a contract to purchase an 
aircraft, which contract involved an inter- 
locking relationship, without first requir- 
ing a determination of the issue by the 
Civil Aeronautics Board, since the Civil 
Aeronautics Act specifically makes an in- 


MAY 8, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


terlocking relationship unlawful per se 
unless approved by the board. Hutcheson 
v. O’Carroll et al. 251 F2d 144. 


Television and Radio Station Ex- 
change. The United States district court 
refused to exercise equitable jurisdiction 
over a suit by the government alleging 
that an exchange of television and radio 
stations was a violation of the Sherman 
Act where the parties to the exchange 
agreement had presented the commission 
with full information, received permission 
after a proceeding which covered six 
months, and consummated the transaction 
a month later; the time for appeal from 
the commission’s order had expired; and 
the government’s action had not been 
started until a year later. United States v. 
Radio Corp. of America (1958) 158 F 
Supp 333. 


Freight-forwarding Authority. The 
Pennsylvania superior court affirmed a 
commission order granting an applicant 
authority to conduct a freight-forwarding 
business, despite protests by carriers al- 
ready holding similar authority, where the 
protestants had failed to provide the pro- 
posed service until the present applicant 
had filed his application. Philadelphia- 
Pittsburgh Carriers, Inc. et al. v. Penn- 
sylvania Pub. Utility Commission et al. 
138 A2d 693. 


Transit Bus Service. Noting that its 


review authority was limited to a determi- - 


nation as to supporting evidence, the 
Pennsylvania superior court generally af- 
firmed a commission order which author- 
ized Philadelphia Transportation Com- 
pany to substitute bus service for street 
railway operations. City of Philadelphia v. 
Pennsylvania Pub. Utility Commission et 
al. 138 A2d 698. 


Standard Toll Rates. The Wisconsin 
commission ordered a telephone company 
to apply standard toll rates on calls be- 
tween certain points, concluding that con- 
tinuation of extended area service between 
such points after conversion to dial opera- 
tion would be discriminatory in that the 
cost would not be equitably apportioned 
to the customers using the service but 
would be borne by all customers irrespec- 
tive of use. Re Coon Valley Farmers 
Teleph. Co. 2-U-4912, January 31, 1958. 


Partial Certificate Transfer. The Utah 
commission approved a partial transfer of 
the operating rights of one motor common 
carrier to another where the additional au- 
thority acquired by the transferee would 
assist in carrying on services covered by 
its certificate, the compensation received 
by the transferor would improve its finan- 
cial condition and assist in effecting oper- 
ating economies, and the public interest 
would not be adversely affected. Re Ver- 
non, Case Nos. 3234, 4419, 4548, Febru- 
ary 7, 1958. 


Apportionment of Social Security 
Taxes. The Wisconsin commission denied 
a telephone company’s request to appor- 
tion Social Security taxes on salaries and 
wages of persons who were employed by 
another telephone company but who did 
work for it on a contract basis. Re Og- 
densburg Teleph. Co. 2-U-4928, Febru- 
ary 17, 1958. 


Caboose Ordered. The Missouri com- 
mission ordered a railroad to use cabooses 
when moving trains between two yards 
where the use of the cabooses would 
greatly reduce or completely eliminate ac- 
cident hazards without unreasonably in- 
creasing operating costs. Re Wabash R. 
Co. Case No. 13,772, March 5, 1958. 
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Exploded view of typical Delta-Star Type M-2 
Control Switch, showing simplicity, space- 
jon, and over-all ruggedness. 





|-to-Automatic Selector Switch with finger-grip handle Ammeter Switch with knurled handle Circuit-Breaker Control Switch with pistol-grip handle 


Why compact DELTA-STAR Control Switches 
belong in your switchgear specifications 


For all their compactness, Delta-Star Control Switches are rugged, long- 
lasting, and built with high interrupting capacity. Here are the features 
that give these switches improved efficiency, economy, and service: 


P : 
pome of the many types available Versatility—useful in many diverse ways—see examples listed at left. 
They’re rated for 20-amp. continuous service and 250-amp. short-time (up 
itcuit-:reaker control * Manual-to- to 3 seconds) service. Many variations of standard instrument and control 
switches are possible, and special arrangements are available on request. 
Small Size—only 37g’ high by 314” wide. Angular position of terminals 
Switches * Frequency meter « Synchro- -makes wiring easy, even when switches are closely spaced. Large terminal 
clearances and complete baffling between sections. Inspection is quick 
scope » Motor control « Ammeter and easy. 


Switches * Power-factor meters High Interrupting Capacity. At 250v ac inductive, single-break contacts have 
: an interrupting capacity of 25 amperes, double-break contacts 75 amperes. 


Re f £ ” . : 

Pe a NEI | ‘THESE AND OTHER FEATURES make Delta-Star Control Switches 
attmeicr * Temperature meter : the right switches to specify when buying control panels and other switchgear. 
Call your Delta-Star representative for further details, or write 
Delta-Star Electric Division, H. K. Porter Company, Inc., 2437 Fulton Street, 
Chicago 12, Illinois. District offices in principal cities. 


Hi. K. PORTER COMPANY, INC. 


DELTA -STAR ELECTRIC DIVISION 


Connors Steel, Delta-Star Electric, Disston, Forge & Fittings, Leschen Wire Rope, Quaker Rubber, 
Refractories, Riverside-Alloy Metal, Vulcan-Kidd Steel, H. K. Porter Company (Canada) Ltd. 
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Industrial Progress 


Gas Industry Will Spend 
$36 Billion by 1970 


The gas utility and pipeline in- 
dustry will spend more than $36 bil- 
lion for construction between now 
and 1970, the American Gas Associa- 
tion forecasts in a new growth analy- 
sis. Construction expenditures will 
reach an annual peak of $3.6 billion 
in 1970 when the industry will serve 
43.7 million customers. 

The A. G. A. Bureau of Statisties 
estimates that the number of gas cus- 
tomers will increase by nearly 45 per- 
cent over the 30.3 million served last 
vear. Sales of 153 billion therms in 
1970 will be more than double last 
vear’s sales of 75.7 billion therms, and 
revenues received from ultimate cus- 
tomers will reach an annual total of 
$10.7 billion, up 162 percent from 
1957. 

No major differentials in rate of 
growth by class of service are fore- 
seen except that industrial sales, with 
a gain of 86 percent over the 13-year 
period, will increase at a_ slightly 
slower pace than will residential and 
commercial sales. 

More than 17’ million (62 percent) 
of last year’s residential customers 
used gas for heating. A.G.A. predicts 
that the industry will have 33.6 mil- 
lion home heating customers on its 
lines by 1970, nearly 85 percent of 
all residential consumers and twice as 
many as last year. A substantial por- 
tion of these customers also will use 
gas for summer cooling. 

Daniel Parson, director of . the 
Bureau of Statistics, estimates that 
the gas industry’s gross plant will be 
$49.3 billion by the end of 1970. This 
will be a gain of 194 percent over the 
estimated $16.7 billion worth of fa- 
cilities in use at the end of last year. 

The industry will be operating 
858,000 miles of mains by 1970, com- 
pared with an estimated 543,000 miles 
in use at the end of last year. Trans- 
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mission line mileage will rise from 
157,000 last year to a total of 260,000. 
Distribution lines will increase from 
336,000 to 513,000 miles during the 
same period. 

While transmission construction ex- 
penditures will grow at a modest rate 
during the next 13 years, more sub- 
stantial increases will be necessary 
for new construction and the ex- 
pansion of production facilities, dis- 
tribution systems, and both local and 
underground storage facilities. 

Projecting the industry’s man- 
power requirements, A.G.A. forecasts 
that employment will reach 266,000 
by 1970, with a payroll of-$2.6 billion 
that year. Approximately 205,000 em- 
ployees shared payrolls totaling $1.1 
billion during 1957. 


General Electric Building Giant 
Mobile Transformer 


A mobile power transformer with 
a capacity of 40,000 kilovolt-amperes 
—believed to be the world’s largest— 
is being built by General Electric’s 
Power Transformer Department. It 
will be shipped late this year to the 
Pacific Gas and Electric Company, 
San Francisco, Calif. 

This mobile transformer can be 
hauled by tractor, and will serve as a 
mobile spare for many large trans- 
mission stations on the Pacific Gas 
and Electric Company system. 

The forced-oil-cooled, single-phase 
autotransformer will take power from 
the 230,000-volt transmission system 
and “step it down” to 120,000 or 60,- 
000 volts. It will have a tap changer 
to adjust output voltages. Oil-to-air 
heat exchangers, control cabinet and 
lightning arresters will also be 
mounted on the trailer—a jointed, 
double truck vehicle with 32 wheels. 

“The nation’s electric utilities are 
becoming more and more interested 
in mobile equipment,” said C. B. 
Faubion, manager of apparatus trans- 
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“Complete mobile 
which include switchgea: 
transformer, are now being 
to 12,000-KVA capacity. An 
have another recent order for 
000-KVA three-phase mobile 
tormer,’ Mr. Faubion said 

Largest G-E mobile transi 
now in service is a 25,000-KY: 
shipped in 1955. 
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Sanborn Map Offers City; 
Regional Planners Broch 
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An outline of ways to help 
some of the perplexing pro 
facing city and regional planne 
sulting from the exploding po 
tion increase, forms the basis 
brochure offered by the Special 
ices Division of the Sanborn 
Company, it has been announeq 
Carroll F. Doane, Sanborn vice 4 
dent in charge of the Division. 

The illustrated brochure “The 
born Services for City and Reg 
Planners’, reveals the work of 
Sanborn Special Services Divisif 
the preparation of land use 
evaluation of the character of 
dential structures, quantitative a 
ses of land uses, revision of po 
tion data, surveys of market j 
and business locations and maf 
of large shopping centers and 
plex industrial plants. 

The booklet outline: 
commercial, industrial 
velopment uses of San’ 
is illustrated in color, 
amples of the use maj 
governmental and pri 
tions. 

The Special Service 
been created to fill a 
tended uses of the co 
ping and survey servi 
hitherto has devoted it-lf larg? 
fire insurance mapping. ‘The % 
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yupany has mapped almost all 
1ited Siates towns of more than 
ion, thus approaching a 
0 maps. 
Barraclough has been 
‘ector of Planning Serv- 
iborn. Mr. Barraclough 
‘reer in planning in 1945 
| previously employed in 
ork both in the United 
verseas. 


Power & Lt. Plans 
Million Program 
Power & Light Company 
spend about $22 million 
he construction of addi- 
ating, distribution and 
facilities according to H. H. 
lent. 
i the extension of service 
customers, the four largest 
tsin the 1958 construction pro- 
consist of: 1) completion of 
cond 85,000 kw generating unit 
ian River power station; 2) 
of the new Salisbury 
Center at Salisbury, 
; 3) completion of 138,000 
ransmission line connecting the 
River power station with 
la power station and the Wil- 
on area; 4) an addition to the 
ington Operations Center at 630 
Front street. 
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erdrup & Parcel Named 
For Argonne Project 
architect-engineer has been 
the Argonne National 
‘ for design work in con- 
the 12.5 billion electron 
gradient proton synchrotron 
at Argonne’s main site 


will include about 135 scientists and 
supporting personnel. 

Argonne’s particle accelerator will 
be housed in an earth-covered tunnel 
200 feet in diameter. The supporting 
facilities will include about 10 labora- 
tory and auxiliary structures. 

The architect-engineer contract cov- 
ers the design of buildings and 
normal building services. Included 
are foundations, structures, grading, 
plumbing, heating, ventilating, light- 
ing, telephone and intercommunica- 
tion services, water, wiring, roads, 
parking areas, sidewalks, and a rail- 
road siding. Certain other work will 


INDUSTRIAL PROGRESS— (Continued) 


be done jointly by Argonne and the 
architect-engineer, including connec- 
tions with plant utility services. 

The particle accelerator will have 
a doughnut-shaped magnet installed 
within the earth-covered tunnel. 
Weighing approximately 4,000 tons, 
the “recelerator’s magnet will be ten 
feet wide and six feet high. It will be 
constructed ofNaminated steel plates 
stacked against orfe another vertically 
and insulated from each other. 

The Argonne Laboratory is operat- 
ed by the University of Chicago for the 
U.S. Atomic Energy Commission. 

(Continued on page 22) 














NEW _ ISSUE 


Dated March 1, 1958 


This advertisement is netther an offer to sell nor a solicitation of offers to buy any of these securitées. 
The offering is made only by the Prospectus. 


$50,000,000 ~ 


Commonwealth Edison 
Company 


First Mortgage 334% Bonds, Series T 


Price 100.90% and accrued interest 


April 16, 1958 


ms 


Due. Marc's 1, 1988 


Copies of the Prospectus may be obtained from any of 
the several underwriters only in States in which such 
underwriters are qualified to act as dealers in securities 
and in which the Prospectus may legally be distributed. 


it, Il. 
of Sverdrup and Parcel, 
Louis, Mo., was awarded 
by the Laboratory on 
ndation of a contractor 
yard. 
’ particle accelerator and 
‘cilities at Argonne cur- 
imated at $27,000,000. 
“nergy Commission has 
$1,500,000 initially for 
- work. 
\rgonne machine will 
‘r numbers of acceler- 
than any other of the 
billion ‘ectron volt accelerators 
im oper. ion or under construc- 
nywhess in the world. It will 
basic research tool of 
ult in the middle-west. 
r the accelerator will 
) acres of Argonne’s 
Its permanent staff 
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The First Boston Corporation 
Eastman Dillon, Union Securities & Co. 
Coffin & Burr 

Incorporated 

Equitable Securities Corporation 
Carl M. Loeb, Rhoades & Co. F. S. Moseley & Co. 
Tucker, Anthony & R. L. Day 
Reynolds & Co. Weeden & Co. 


Incorporated 
Hirsch & Co. 


Drexel & Co. 
Lehman Brothers Merrill Lynch, Pierce, Fenner & Smith 
Dick & Merle-Smith 
Hornblower & Weeks 
Paine, Webber, Jackson & Curtis 
Francis I. duPont & Co. 
Bacon, Whipple & Co. Laurence M. Marks & Co. 


The Robinson-Humphrey Company, Inc. Wood, Struthers & Co. 


Granbery, Marache & Co. _E. F. Hutton & Company 


R. S. Dickson & Company 


Incorporated 
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BELOW GROUNDLINE 


But, it could 
have been saved! 


No utilities executive can be 
expected to take a drive on Sunday 
and recognize good or bad poles. 
You can’t do that from a car ! 
You have to excavate all the way 


around for adequate inspection ! 


If sufficient strength remains in 
the pole, an expert Forester can 
prove IT, treat IT and save IT... 
BELOW THE GROUNDLINE. Over FOUR 
MILLION UTILITY POLES have 
received this treatment from OSMOSE. 
For ONLY 7% OF THE 
COST OF REPLACEMENT. 
With no obligation, send for our 
6-page booklet describing this new 
avings for old and new utilities. 


CD &% MAO GE 








| for-M 
| Substation Design,” is offered by the 


INDUSTRIAL PROGRESS—( Continued) 


Delta-Star Issues New 
Transformer Catalog 


A two-color, illustrated catalog de- 
scribing the newly designed Overall 


| Self-Protected Transformer is now 
| available from 
| Division, H. K. Porter Company, Inc. 


Delta-Star Electric 


The twelve page catalog, 814” x 


| 11”, contains close-up and cutaway 
| photographs together with keyed text 
| describing the many features of the 


new transformer. Six pages of scaled 
drawings and tables supply complete 
ordering and installing information, 


| including high and low voltages, taps, 


Kva, class catalog numbers, approxi- 


| mate dimensions, and net and ship- 
| ping weights. 


Catalogs are available by writing 


| Delta-Star Electric Division, H. K. 
_ Porter Company, Inc., 17th & Cam- 
| bria streets, Philadelphia 32, Pa. 


A-C Dual-Cooled Power 
Transformers... A First in 
The Industry 


A first in the electrical industry. 
The first dual-cooled power 
transformer system in the world is 
now being installed in Pennsylvania. 
Going in at Philadelphia Electric 
Company’s Eddystone station near 
Philadelphia, the dual-cooled system 
will use two Allis-Chalmers 200,000- 
kva power transformers equipped 
with Electro-Cooler units. 

This arrangement is unique in that 
it will enable Philadelphia Electric 
Company to continue to carry full 
nominal output of the generators on 
one of the transformers should the 
other be taken out of service. 

Half of the Electro-Cooler units 
involved will serve each of the trans- 
formers. If the power should be 
switched to only_one of the trans- 


| formers, all of these effective cooling 
| units will be used to cool the one 


energized transformer. 
With the trend to higher kva ratings 


| in transformers, use of twin units will 


simplify transportation, handling, and 


| installation plus better continuity of 
| high efficiency generation. 


| Outdoor Metal-Clad Switchgear 


Booklet Offered by Westinghouse 
A new booklet, entitled “Shelter- 
The Modern Approach to 


Westinghouse Electric Corporation. 
The booklet emphasizes the princi- 


| pal features of Shelter-for-M—a new 
| concept in outdoor metal-clad switch- 


gear. Containing many illustrations, 


the booklet explains how § 
for-M achieves space savings 
protection of equipment and pe 
nel from the elements. Grouped 
veniently in several sections, th 
cussion includes: flexibl: 
ment, camouflage, roomy w 
and all-weather protection. 

For a copy of this bookiet B, 
write to Westinghouse Electric 
poration, P. O. Box 2099. Pitts 
50, ba: 


Pengo Cable Puller 


The Pengo 5400 Cabie 
self-powered unit designe: f 
ing or reconductoring light dist 
tion circuits, has been azinoune 
Petersen Engineering Cornpany, 
Santa Clara, California. Capab 
loading and unloading reels 
34 in. wide by 48 in. in diamete 
weighing 5,000 Ibs., this new 
puller can be mounted on eéith 
flat-bed truck or a trailer. 

Powered by a 15-b.h.p. gag 
engine, the Pengo 5400 Cable P 
is rated to produce a maximum 
of 1,000 pounds at speeds up 
miles per hour. Its backstop eq 
the operator to shift from one 
to another without danger of 
sioned line running back and cat 
damage. 

The new Pengo 5400 Cable 
raises or lowers the reels hyd 
cally in less than 60 seconds. In 
tion, a mechanical stop is provid 
hold the reels once they are t 
desired operating position. 

Literature and prices are ava 
from Petersen Engineering Co, 
Santa Clara, California. 


New Machine Carries, Meas 
Cuts Telephone, Electric 
Wire and Cable 


A portable “shop on wheels 
perform all necessary function 
processing telephone and elect 
wire and cable is being manufact 
by Suttle Equipment Corpora 
Called the Suttle Cablecart, this 
satile unit can be used ior trans 
ing, cutting, measuring, coiling, 
handling wire and cable. One 
can easily move the Calecarta 
shop. 

Cablecart components include 
digit Veeder-Root measuring ! 
with a 214-inch outside diametel 
pacity (up to 750,000 cm). The 
position, five-ton hydras'ic cuttel 
a 34-inch outside dianieter café 

Further specifications and 

(Continued on poge 24) 
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VISIBLE RECORD SYSTEM 


SS cjuipment is maintained at its highest oper- repairs and replacements. Clip and mail the coupon 
9 efficiency, production costs are going to zoom below to get more detailed information on Kardex. 
And unless you know exactly which machines are You couldn't have a better mechanic's assistant. 
for ac'justments you're bound to have frequent 
tkdow::s and costly rush repairs. The way to lick 
problem is periodic, well planned scheduled ser- 

g, insvections and adjustments. And nothing DIVISION OF SPERRY RAND CORPORATION 


. R l ! a 
DS you do this better than Kardex. poe 509, 315 Fourth Avenue, New York 10, N. Y. 
entlemen: 


° Kar‘'ex Visible Maintenance Record System I want to know more about the Kardex Maintenance Record 
WS you at a glance what machinery, motor or System. Please send me folder KD656. 

Ipmen: eeds servicing, when it needs it and how 
ervice it. Kardex tells all! Its visible signals flash 
thing that helps you anticipate breakdowns. It'll Company 
p you avoid needless shut-downs, prolong the life Address 
cur equipment and save you a lot of money on 


ANN a a eNO 


eee ewe eee ee eee ee wee eee nl 





DIG CLEAN 


¢ to exact width and 
depth specifications 
e to perfect grade 
e straight and fast 


SAVE MORE 


¢ on backfill material 
¢ on hand finishing 
° on right-of-way damage 


MAKE MORE 


e by higher production in 
all soil conditions 

e with lower cost 

for all trench work 


LAYS PIPE 
® large capacity side boom 
@ long reach 


FILLS TRENCH 
® fast, clean 
®@ from either side 


ee TAMPS FILL 
® to compaction specs 
®@ simultaneous with backfill 


Before you bid your next job contact your local Cleveland distributor 


The CLEVELAND TRENCHER Co. 


— 20100 ST. CLAIR AVE. AND 17, OHIO 
YN © CLEVEL ’ 
Gy a 


yy, YY Everywhere 


Wall / 
Qe 
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tions on this versatile “s 
wheels may be obtained by y 


A new 20-page techr cal pyj 
“Cable Installation Pr: ctices,” 
been published by and is 
purchase from Rome Cz 
tion, Rome, New York. 
use by installation crews 
is the complete section 
same title) from the rece 
Rome Cable Manual of 
formation. 

Subjects covered include ins 
tion of cable, types of instalj 
spinner type installations for fi 
sembly, preassembled aerial ca} 
kv aerial cable installation, beg 
radii for cable installations, p 
tensions and compounds, gener 
structions for splicing power 
splicing materiels, ete. 

Copies of Bulletin RCT-10] 
be obtained for $1.00 apiece by 
ing to Technical Publications 
sion, Rome Cable Corporation, 
New York. Discounts are ava 
for orders for 50 or more copies 
mittance must accompany the or 


New York State Elec: &6 
Continues High Level 
Expenditures 


NEW construction by New 

State Electric & Gas Corpor 
reached a record high of $36,80f 
in 1957 and will continue in thé 
figures with the 1958-1960 prog 
estimated at $86,500,000, accor 
to the annual report. This years 
struction is budgeted at $34,0tl 


Dravo Awarded Contract 
By West Penn Power 


DRAVO_ Corporation, _ Pitts 
has been awarded a contract 
West Penn Power Company 1 
piping for a new 156,000 KW st 
turbine, The unit is the second! 
installed at the compan: s Arms 
station at Reesdale, ne: r Kittanl 
Pa. 7 

Dravo will fabricate «Il high f 
sure piping including main “ 
lines, hot and cold r eat lines 
chrome moly steel, a1! boiler’ 
lines and all low anc interme 
pressure lines of carbon steel 
work will be done in Dravos} 
shops at Marietta, Oh 
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New 
Corpor 
$36,800 
ia ENRICO FERMI ATOMIC POWER PLANT 
), acca 100,000 Kw Capacity 
S years Under Construction Near Monroe, Michigan 
$34,500) by 

POWER REACTOR DEVELOPMENT COMPANY 
ontra¢ _— 
ower THE DETROIT EDISON COMPANY 
Pittsbu 
ract br ss ‘ cil 
any 105 Es COMMONWEALTH ASSOCIATES INC. 


ont ' Architect-Engineer for the Reactor Plant 
econd t : 
Armstt 


Kit By COMMONWEALTH SERVICES INC. 


high < New York, N. Y. Jackson, Mich. Washington, D.C. Houston, Tex. 
vain si : 
at lines : 300 PARK AVENUE, NEW YORK 22, NEW YORK 
boiler ! 
terme 


steel. COMMONWEALTH ASSOCIATES INC. 
avo’ f JACKSON, MICHIGAN 
The Commonwealth Professional Engineering Organization 




















AN INFORMATIONAL PROGRAM FOR UTILITY EMPLOYEE 


% 


The P.U.R. Guide 


> A new and different approach to the educational needs of utility employees — called 
THE P.U.R. GUIDE — is now being used by many companies. Somewhat descriptively, 
the GUIDE is referred to as “a journey of understanding.” It takes the user through the 
economics of public utilities and through many other non-technical phases of utility »p- 
eration. It was organized by and is issued under the general supervision of an experien:ed 
staff of specialists. 








> THE P.U.R. GUIDE program is a systematically and consecutively arranged series of 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step story 
about the nature of the utility business, its important place in the American economy, the 
present conditions under which it is conducted, its day-to-day objectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the “management team.” 





Features of THE P.U.R. GUIDE 


50 issues of 8 pages (one each week) 























Certificate of meritorious completion 









Glossary of words and terms and complete index 






Ring binder embossed with enrollee’s name 






Leader’s Manual for group discussion 








Occasional reprints from Public Utilities Fortnightly 






Enrollments on company order only 
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Next group—September 1, 1958 





Comments about THE P.U.R. GUIDE 


One of the best educational programs we have had in I am sure the total series of 52 will prove of inesti- 
years. tachi mable value to the utility industry. 
Division Manager Vice President & General Manage 


We all feel that this is a program that is needed in 
the public utility industry. 










I would like to have received it twenty years ago. 
Division Managet 






Vice President 





I know of no better source for obtaining information We feel that THE P.U.R. GUIDE training program 

it contains. is being well received 
District Manager el ° ai ; 

Training Coordinator 

I am sure that this new publication will prove of 

great value in the training of our younger personnel. 

President 

All of the men are interested and believe the studies We are pleased we have had an opportunity to offer 


to be quite worthwhile to them. _ the course to our management people. 
Division Manager Employee Relations D«»artment 






I find the material very interesting and instructive. 
Division Managet 












Those in charge of employee education or training may obtain further information from. 





PUBLIC UTILITIES REPORTS, INC., Publishers 
332 Pennsylvania Building e Washington 4, D. ¢ 
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This machinist is “miking” a disc for one of the largest butterfly valves ever 
built — 192” diameter. Newport News built 3 such valves, each weighing 446,000 
lbs., for the Ross Power Plant, Skagit Project, Department of Light, City of 
Seattle, Washington. Designed for a water flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., these valves were shop tested by Newport News 
at 450 psi. They are hydraulically operated with oil at 1,500 psi. pressure. 





Bath of ( 200-ton To 


This dise for a 16-foot butterfly valve reflects two basic advantages 
of Newport News fabrication... 


First, it exemplifies the careful attention Newport News crafts- 
men give to every detail. And secondly, it attests to the quality with 
‘hich Newport News produces in massive equipment for public 
tilities and allied industries...due to Newport News’ high inte- 


ration of skill and production facilities. N E W Pp OR T 


\dditional advantages accrue to customers from extensive work 


iucted in Newport News’ testing’laboratories on problems re- NEWS 


1 to water power equipment. 





\vail yourself of the engineering talent, along with the special- Shipbuilding and 
iz:i production techniques and the skill of Newport News crafts- Dry Dock Company 
m« : operating vast steel fabricating shops, five huge machine shops, Newport News, Virginia 


drop forging and die facilities along with acres of brass, iron and 
ste! foundries, 


Let us bid on equipment for your present or future projects. 
If you are not familiar with the way Newport News can help you, 
write for our illustrated booklet entitled “Water Power Equipment” 
-»- it’s yours for the asking. 














NOW AVAILABLE! 
UMITED EDITION! PROCEEDINGS 


1957 CONVENTION 


AT MEMPHIS, TENNESSEE 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





THis edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 





Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad 
Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects 
of "Current Trends in Airline Regulation,” “Current Surface Transportation Problems," 
and "Nuclear Energy in the Electric Industry." 


Price $10.00 — 644 Pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions, the new editions have been printed in three (3) 


volumes: 


Class A & B — 128 pages 


Accounts for utilities having annual water operating revenues of $250,000 or more.... 


Class C — 100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more and 
less than $250,000 . ; 


Class D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000... . 


Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on "exchange rates” 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- 
phone rate in effect June 30, 1957 


Telephone Separations Manual (Revised 1957) 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 
so-called Phoenix Plan changes 


Depreciation: 

1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 
of the problems of depreciation on public utility regulation. 326 pages, paper bound. . 

1946—Methods of Pricing Retirements from Group Property Accounts 

1948—Letter Symbols for Mathematics of Depreciation 

1948—Half Cycle Methods of Estimating Service Life 

1950—Remaining Life Basis of Accounting for Depreciation 

1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 

Internal Revenue Code of 1954) 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) . . 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


P. O. BOX 684 WASHINGTON 4, 














— 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
mh AMERICAN APPRAISAL company o 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 











DAY & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











% Augmentation 
* 100% Town Supply 
Design « Engineering ¢ Construction 


DRAKE & TOWNSEND 


11 WEST 42ND STREET NEW YORK 36, N. Y. 





Ford, Bacon & Davis 


VALUATION En in CONSTRUCTION 
REPORTS Gg cers 


RATE CASES 





NEW YORK @ CHICAGO e@ LOS ANGELES 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY 


(continued) 





GIBBS « HILL, inc. 
Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 











ENGINEERS © CONSULTANTS © CONSTRUCTORS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


© WASHINGTON @ PHILADELPHIA © NEW YORK 


GA GILBERT ASSOCIATES, INC. 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street : New York 5, N. Y. 








Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATON — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE * COLUMBUS, OHIO 








INTERNATIONAL ENGINEERING COMPANY, INC. 


Design and Consulting Engineers 


Dams—Power Plants—Transmission Lines—Railroads—Highways 
Investigations—Reports—Plans and Specifications 
Cost Estimates—Supervision of Construction 


74. New Montgomery Street San Francisco 5, California 














Mention the FortnicHtty—It identifies your inquiry 
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JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Bek uljia n loyovalion 
| ey i Ce ey ee ee re eon S tTRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND nance 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR MUNICIPAL 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 














Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : SPECIALISTS IN 
OPERATING ENGINEERS t fe ACCOUNTING, FINANCING, RATES, 
yp 
J 


PURCHASING INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 














SANDERSON & PORTER 


CONSTRUCTION . REPORTS & 
SURVEYS 














Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 
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PROFESSIONAL DIRECTORY 


(continued) 


STONE « WEBSTER 
ENGINEERING CORPORATION 
Design e¢ Construction e« Reports « Appraisals 
Examinations e Consulting Engineering 


NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 

















Whitman, Requardt and Associates 
Publish f th . -old 
DESIGN—SUPERVISION HANDY.WHITMAN INDEX 


for Public Utili 
REPORTS—VALUATIONS toca toes Weta 


Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 

















ENGINEERS, CONSTRUCTION AND 
a“ MAINTENANCE CONTRACTORS 
AbramS/Aerial Survey for the GAS INDUSTRY 


CONSOLIDATED 
Topographic and Planimetric Maps GAS AND SERVICE CO. 


Mosaics, Plans & Profiles for all 
Engineering work. 327 So. LaSalle St., Chicago 4, UL . 


Abrams Bldg. Lansing, Mich. 




















BURNS & McDONNELL GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGI 
Engineers - Architects - Consultants . NEERS 
' HA SG Y 
KANSAS CITY, MO. RISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
P. O. Box 7088 Original Cost and Depreciation Studies 


Phone: DElmar 3-4375 Rate Analyses—insurance Surveys 























EARL L. CARTER FRANCIS S. HABERLY 


Consulting Engineer CONSULTING ENGINEER 


REGISTERED IN INDIANA, NEW YORK, OHIO, : nee 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Valuation—Depreciation 
Public Utility Valuations, Reports and Sail 

Orivinal Cost Studies Investigations and Reports 


910 Electric Building Indianapolis, Ind. 122 SouTH MICHIGAN AVENUE, CHICAGO 

















Mention the FortNIGHTLY—It identifies your inquiry 
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JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical ¢ Structural 
Civil * Nuclear ¢ Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 
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PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—lInspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 

















LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











A. S. SCHULMAN ELEctRIC Co. 


Electrical Contracting Engineers 
founded 1890 
Power STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Los Angeles Tampa 














J. F. McMAHON ASSOCIATES, INC. 


Engineering Consultants 
INSTRUMENTATION AND CONTROL 
STUDIES @ REPORTS 
DESIGN @ SUPERVISION 
P. O. DRAWER 3908, SHAKER SQUARE STATION 
CLEVELAND 20, OHIO 


GArfield 1-4834 








The R.W.STAFFORD CO. 


GAS CONSULTANTS — ENGINEERS 

CONSTRUCTORS 

Natural Gas Conversions 

Plant Management & Operations 

Accident & Insurance Investigations 

Peak Shaving & Standby Plants 

EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 














Representation in this Professional 
Directory may be obtained at very 
reasonable rates. Kindly address 


inquiries to: ‘ 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Bldg. 
Washington 4, D. C. 








SVERDRUP & PARCEL, INC. 


Engineers — Architects 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washington 














A. W. WILLIAMS INSPECTION CO,, INC. 


Specialized Inspection Service 





Crossarms, Lumber, Crossties, Poles, Piles, 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 


New York St. Louis Portland 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Abrams Aerial Survey Corporation 

*Allen & Company ... 

*Allis-Chalmers Manufacturing Company . 
American Appraisal saeeete The 
AMP Incorporated ... 

*Analysts Journal, The . 

*Anchor Metals, Inc. 


*Babcock & Wilcox Company, The 
Black & Veatch, Consulting Engineers 
*Blyth & Company, Inc. 

Burns & McDonnell, Engineers 


Cc 


Carter, Earl L., Consulting Engineers . 
Cleveland Trencher Company, The ... 
Columbia Gas System, Inc., The ... 
Combustion Engineering, Inc. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. .. 
Consolidated Gas and Service Company 


D 
Day & Zimmermann, Inc., Engineers ... 
Delta-Star Electric Division, H. K. Porter Company, Inc. 
Dodge Division of Chrysler Corp. ...... 
Drake & Townsend, Inc. : 


*Eastman Dillon, Union Securities & Company .. 
*Ebasco Services Incorporated 
*Electro-Motive Division, General Motors 


First Boston Corporation, The 
*Fish Service Corporation 
Ford, Bacon & Davis, Inc., Engineers 


Gannett Fleming Corddry and Carpenter, Inc. ...... 

General Electric Company Inside Front Cover, 
Outside Back Cover 

Gibbs & Hill, Inc., Consulting Engineers . 

Gilbert Associates, Inc., Engineers 

Gilman, W. C., & Company, Engineers 

*Glore, Forgan & Company 


Haberly, Francis S., Consulting Engineers ae 
*Halsey, Stuart & Company, Inc. .................. 
*Harnischfeger Corporation Meats 
*Harriman, Ripley & Company 

Harza Engineering Company 

Hirsch, Gustav, Organization, Inc. 

Hoosier Engineering Company ......... 


*International Business Machines Corp. ........ ...... 
International Engineering Company, Inc. .............. 30 
*International Harvester Company, The 

Irving Trust Company 


Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers 
*Justrite Mfg. Company 


*Fortnightly advertisers not in this issue. 


*Kellogg, M. W., Company, The 
Kerite Company, The 

*Kidder, Peabody & Company 
*Kuhn Loeb & Company 

Kuljian Corporation, The 


oO OR Ae oe... eae eee eee 
Leffler, William S., Engineers Associated 

*Lehman Brothers 

*Loeb (Carl M.) Rhoades & Co. .............. 
Loftus, Peter F., Corporation 

Lutz & May Company, Consulting Engineers 


he 
*Main, Chas. T., Inc., Engineers 
*Marlow Pumps Division of Bell & Gossett Co. .. 
McMahon, J. F., Associates, Inc. 
*Merrill Lynch, Pierce, Fenner & Smith 
*Middle West Service Company 
Miner and Miner 


National Association of Railroad & 
Utilities Commissioners 
Newport News Shipbuilding & Dry Dock Company 


°o 


Osmose Wood Preserving Co. of America, Inc. ..... 


*Pacific Pumps, Inc. 

Pioneer Service & Engineering Company 

Neon Testing Laboratory 

Porter, H. K., Company Inc., Delta. Star Electric Division 


Recording & Statistical Corporation 
Remington Rand Div. of Sperry Rand Corp. 
Robertson, H. H., Company 


Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Engineers 

*Smith, Barney & Company 

*Southern Pipe Coating Company 

Stafford, R. W., Company, The, Consultants .... 
Stone and Webster Engineering Corporation ... 
Sverdrup & Parcel, Inc., Engineers 


T 


*Texas Eastern Transmission Corporation 


w 


*Westinghouse Electric Corporation 

White, J. G., Engineering Corp., The 

*White, Weld & Co. 

Whitman, Requardt and Associates 

Williams, A. W., Inspection Company, Inc. ... 
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THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


service lines into the future... 


Vast growth of the Utility Industry 
has had its share of financial complexities. 
However, close to the pulse of the finan- 
cial world and to the Industry itself, our 
sp cialists continue to reach ahead with 
ne\ and sound approaches. 

‘Vhether an undertaking of capital plan- 


ning, financing, or cultivation of the finan- 
cial community—our Analytical Studies, 
Seminars and Round Tables may prove 
valuable aids to your company’s future. 

For more information, call Public Util- 
ities Department at DlIgby 43500 or 
write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $130,000,000 


RicHart H. West. Chairman of the Board 


Total Assets over $1,500,000,000 


GeorGE A. MurPHY, President 


Public Utilities Department—JoHN F. Cuitps, Vice President in Charge 


MEMBER ZSEDERAL DEPOSIT INSURANCE CORPORATION 
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‘ew T-60(200-AMP capaeilyy) watthour-metu' 
weond they've padded rigid gualily control 
tests Por accuracy aud. perfor umaie..“By 

Laing yote tome and ‘money, thus pre=testin 
helps protect your meter wvektinew,? 


Progress /s Our Most Important Produc? 


GENERAL @@ ELECTRIC 
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